


VOL. XXIV, No. 12 APRIL 1, 1958 


35 cents per copy 


TWICE A MONTH 
$7.00 A YEAR 





How to Break the Iron Curtain 


MORE IMPORTANT TO REACH THE RUSSIAN PEOPLE 
THAN TO GET TO THE MOON 


A Masterpiece of Confusion 
THE LETTER FROM THE “LITTLE VIETNAMESE GIRL” 


Government Will Act in a Sound and 


Timely Fashion 
WILL NOT BE PANICKED BY ALARMISTS 


The Economic Crisis 
WHAT CAN BE DONE TO HELP 


When People Profit 


WHAT ACTUALLY DOES HAPPEN TO THE PROFITS OF A CORPORATION 


Labor Looks at the Economy 


Today and Tomorrow 
GREATER PROGRESS LIES AHEAD FOR ALL 


Union Monopoly vs. The Public Interest 
IT TAKES PROFITS TO SUPPLY JOBS 


Maintaining the Values of a Free Society 


CONTROL OF BOTH BUSINESS AND LABOR MUST BE 
KEPT OUT OF GOVERNMENT HANDS 


The Price of Free Trade 


FURTHER TARIFF REDUCTION MAY ACCELERATE THE EXPORT 
OF AMERICAN JOBS 


Free Trade Area Negotiations 
BRITISH ATTITUDES ; 


IMPARTIAL ° CONSTRUCTIVE 


By William Benton 


Former Asst. Secretary of State—Page 354 


By Leo Cherne 


Exec. Dir., Research Inst. of America, Inc.—Page 361 


By Dwight D. Eisenhower 


President of the United States—Page 359 


By George Meany 


President, A.F.L.-C.1.O.—Page 364 


By Roger M. Blough 


Board Chairman, U. S. Steel—Page 371 


By David J. McDonald 


Pres., United Steelworkers—Page 368 


By Ernest R. Breech 


Board Chairman, Ford Motor Co.—Page 377 


By A. J. Hayes 


International Pres., International Asso. 
of Machinists—Page 374 


By Lewis E. Lloyd 


Economist, Dow Chemical Co.—Page 380 


By David Eccles 


Pres., Board of Trade—Page 383 


AUTHENTIC 


THE BEST THOUGHT OF THE BEST MINDS ON CURRENT NATIONAL QUESTIONS 





Vital Speeches of the Day 


REG. U. 


S. PAT. OFF. 





VOL. XXIV 


APRIL 1, 


1958 





eS 
How To Break the Iron Curtain 
MORE IMPORTANT TO REACH THE RUSSIAN PEOPLE THAN TO GET TO THE MOON 


By WILLIAM BENTON, Publisher, Encyclopaedia Britannica; former Assistant Secretary of State 
Delivered before the United States Senate Committee on Foreign Relations, Washington, D. C., February 17, 1958 


R. CHAIRMAN, I congratulate the Committee on 

these hearings which could not be more timely. I 

hope they will help the American people to regain 

perspective. When the Sputniks went up, the missile experts 

of our army, navy and air corps suddenly seemed as valuable 

as the Minute Men at Concord and Lexington, as indispensable 
as Britain's fighter pilots after the fall of France. 

But the fact remains that the primary threat to America and 
the free world is far from military. Mr. Khrushchev has re- 
peatedly challenged us to a duel to the death—a duel between 
his system and ours—a contest not of arms but of economics, 
diplomacy and ideology. He seems sure he can win without 
using the missiles. 

Senator Green has invited me to testify on the psychological 
aspects of this duel and indeed the impact of the sputniks is 
primarily psychological. I shall concentrate largely on the 
Iron Curtain, and I shall make some proposals for knifing 
through it. 

However, I deeply appreciate the great issues with which 
this Committee is wrestling. A deep chasm today divides the 
U. S. from the USSR on such questions as German unification, 
the Eastern European satellites, outer space, the so-called 
Rapacki Plan, world trade, etc., etc. When I served as As- 
sistant Secretary of State under Secretaries Byrnes and Mar- 
shall, I used to comment that all problems of foreign policy 
could be summarized in four one-syllable words: force, goods, 
deeds and words. Today I shall deal only with words, and 
with deeds as they are designed to create words. Or, to put 
it more bluntly, I shall present to the Committee a few of my 
thoughts on the subject of propaganda. 

happen to think that the conduct of American foreign 
policy is not only studded with failures in our diplomacy 
which your Committee proposes to examine; with failures in 
our military policy as exemplified by the Sputniks; with 
mistakes in our foreign trade policy going back at least a 
full generation; but over and above these three areas which 
are widely discussed and debated, our foreign policy has been 
studded with failures and blunders in the field of propaganda, 


and these go back the full quarter century or more since 
propaganda became a recognized tool of a nation’s overseas 
activity. 

In 1935, when the then Prince of Wales dedicated a build- 
ing in London to the British Council, he commented that 
Great Britain was the last of the great nations of the world 
to recognize the importance of cultural relations in the con- 
duct of foreign policy. The United States officially first took 
note of this importance with the appointment of Nelson 
Rockefeller as co-ordinator of inter-American affairs in 1940. 
I was one of the three top consultants appointed by Mr. Rocke- 
feller wher he took office. Thus my interest in this field goes 
back to its very inception in U. S. policy. However, my major 
responsibilities in it developed only when Secretary Byrnes 
and President Truman asked me to take the appointment of 
Assistant Secretary of State in August of 1945 when, at the 
end of the war, the Office of Inter-American Affairs and the 
OWI, the two great war agencies charged with propaganda 
policy, were shifted into the State Department. The Secretary 
of State was instructed to come up with an overseas program 


which would “present a full and fair picture of American 
life and of the aims and policies of the United States Govern- 


ment.” This objective became my responsibility. 

When Secretary Byrnes and Senator Vandenberg returned 
from the Paris Conference in June of 1946, Secretary Byrnes 
appeared with me before the Appropriations Committee of 
the Senate. Based on his five months’ experience with the 
Russians in Paris, he said, “The broadcasts in Russian which 
in my absence Secretary Benton started from Munich, at an 
annual cost of only $135,000, are worth to the people of the 
United States the entire $20 million which he is seeking for 
his program of information and cultural relations.” The Con- 
gress passed the appropriation as requested. 

With Secretary Byrnes’ resignation, and with the advent of 
the 80th Congress in 1947, came the bitter attack upon the 
new program. Indeed, it became a number one target of the 
Republican National Committee and of some of the great 
private groups in the field of communications. The bill which 
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later became known as the Smith-Mundt Act, which I helped 
to write and then sponsored on behalf of the State Depart- 
ment, precipitated a debate on the floor of the House of Rep- 
resentatives which Senator Monroney, then a Congressman, 
told me was more bitter and prolonged than any bill in his 
ten years in the Congress. Senator Mundt reminded me only 
last month that the time given to this debate was 50% longer 
than that accorded the highly controversial Taft-Hartley Act 
which passed in the same session. 

When I resigned from the Department in the fall of 1947, 
with the passage of the Smith-Mundt Act assured, and the 
Fulbright Act and UNESCO legislation already through the 
Congress, Secretary Hull told me that he regarded the valida- 
tion of the program for which I had been responsible, in 
view of the widespread opposition both in Congress and 
throughout the country, as nothing short of “a miracle.” 

Later, when I served in the Senate, I renewed my interest 
in this controversial area of our foreign policy, and I hope 
some of the members of your Committee may recall the hear- 
ings on my resolution calling for a Marshall Plan in the field 
of ideas. These were conducted by a subcommittee of the 
Foreign Relations Committee chairmanned by Senator Thomas 
and among the witnesses were President Eisenhower, General 
Marshall and Secretary Dulles. 

More recently, in 1955, I visited the Soviet Union and since 
then have written and spoken widely on the USSR’s propa- 
ganda techniques. 

I sketch this background to remind the Committee of my 
long interest in the area on which I am testifying today. 

* * * * 


Since I left the Senate five years ago, the USIA has been 
ripped out of the State Department; the management and di- 
rection of the agency has suffered from frequent changes and 
shakeups; the ill-fated trip of Cohn and Schine and the attacks 


of Senator McCarthy shook the agency to its foundations; its 
key personnel has sought in vain for career status; and all in 
all, although the appropriations of the agency have increased 
somewhat, the USIA can only be called the sick and cast-off 
child of the State Department. 

The handling of our propaganda has thus been isolated 
from policy and from the general conduct of our foreign 
affairs, rather than regarded as an integral part of it. Perhaps 
in view of the hazards of the 124 post-war years, I should 
be pleased that we have made some progress—instead of 
complaining about our lost opportunities. However, I urge 
upon this Committee that it now give to this area in the 
conduct of our foreign policy the top attention that it 
deserves. One reason I deem these hearings to be of high im- 
portance is that they promise such an approach. 

IMPORTANCE OF REACHING THE RUSSIAN PEOPLE 

Two years ago, Christian Pineau of France, present foreign 
minister and former premier, said: “If Communist propa- 
ganda can continue indefinitely in the West, while the West 
cannot spread its propaganda in Communist countries, then 
one day we shall all be subjugated. This is my firm con- 
viction.” 

Pineau said our hope of survival rests upon the ability of 
the Western nations to reach the Russian people. Only when 
propaganda becomes a two-way street, he said, will there be 
an opportunity to “modify profoundly” the intransigent at- 
titude of the Soviet regime. 

The diplomats of Washington may scoff at Bulganin’s let- 
ters, but those of Asia and Africa do not. Indeed, each and 
every one should have been answered in exhaustive detail, not 
for the American people but for those for whom the letters 
were actually intended. The primary purpose of the most 
recent letters, as everyone knows, was to blanket the NATO 
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meeting in Paris and to emphasize the great, pure and peace- 
ful aims of the Soviet Union while the Western nations were 
talking about armaments. The letters reached the world, but 
no replies to them from us reached the Russian people. 

Khrushchev's world-wide success as a publicist is founded 
on the fact that this is a peace-hungry world. His formula 
seldom varies, and good Marxist dogma it is: we want peace 
and you want war. His current theme is “Let's get together 
and talk peace.” 

Some weeks back, he proposed a special session of the 
General Assembly of the United Nations to take up nuclear 
armaments. Time after time he has suggested another “sum- 
mit” meeting. He has also hinted that, to end the present 
impasse, Russia and the United States should perhaps go it 
alone in bilateral talks. 

DEEDs vs. WORDS 

Khrushchev has known in advance what the free world’s 
answers would be. They are nearly always an anguished, “No” 
The world is told that we won't be taken in by Khrushchev's 
obvious propaganda tricks; and further that Communist Russia 
must prove its good intentions by deeds and not words. This 
last maxim has been used so often that it seems to have frozen 
the creative thinking of the West and indeed, in today’s 
world is not the maxim being misapplied? Are deeds really as 
much more important than words as we like to think? Could 
it be, as Mr. Pineau suggests, that we have missed the key 
to Communist success, and thus helped insure our own 
futility? 

I suspect that those of our diplomatic leaders, and these 
include Democrats of the last administration as well as Re- 
publicans of this—I suspect that those who keep saying, “It 
is the deed, not the word that counts,” are doing us a great dis- 
service. Ideally, I agree that what counts is the deed and it 
counts most when coupled with the word. However, the word 
can obscure and minimize and offset a bad deed. Furthermore, 
sometimes words generate desired deeds. When Khrushchev 
calls for a “summit” conference, isn’t that his effort by the 
words of propaganda to create the deed he desires? 

Since World War II, the United States has acted with 
unprecedented generosity in the conduct of its foreign affairs. 
It has given to friend and former foe alike. It even offered 
to forsake its monopoly of nuclear weapons on equitable 
terms. During this same time, Communist Russia has followed 
a policy often based upon intrigue, terror, force and the sup- 
pression of human values. Yet on the barometer of world 
esteem, the prestige of the Moscow government appears to be 
rising steadily. Ours has fallen to a new low. This hardly 
supports the thesis that “deeds and not words” form the only 
ultimate test. 

Samuel Adams didn’t hesitate to launch his Committee of 
Correspondence against the might of the British Empire. He 
got powerful assistance from the stirring words of Thomas 
Jefferson and Tom Paine. Are we not today, in our timid and 
fearful attitude toward propaganda, neglecting a powerful 
spiritual weapon of our common heritage? The Communists 
are not neglecting theirs. Lenin wrote in 1905 that “propa- 
ganda is of crucial importance for the triumph of the party.” 
He knew that ideas are the weapons of proganda. He 
knew well, as Lord Keynes put it, that “soon or late it is 
ideas, not economic interests which are dangerous for good 
or evil.” When I served in the State Department, I watched 
the Communist propaganda soften up China for conquest 
And China fell more to propaganda than to military might. 

Last month a Gallup poll in New Delhi turned up the fol- 
lowing percentages on its question, “Which is doing more to 
help peace in the world—Russia or the West?”: Russia 54%; 
West 18° don’t know 28%. Note the ratio: 3 to 1 for Russia. 
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The same poll asked citizens of 12 world capitals, “Who 
is ahead in the ‘cold war’, Russia or the West?” Russia was 
rated ahead in 10 capitals—in some cases by four or five to 
one among those who gave definite answers—and the West 
in only two—and, please note this, one of the two was New 
Delhi 

USSR CALLS THE RULES 

I believe that after investigation your Committee will con- 
clude that the USSR is shellacking us with its propaganda. 
Further, | think you will discover that the U. S. has foolishly 
allowed Russia to call the rules of the propaganda game. 

Now there is no law of international comity which sug- 
gests that certain nations shall have an exclusive privilege of 
defaming the good name of others throughout large areas of 
the world. This of course is possible only because of the com- 
plete veto power of the Communist countries over news and 
information from the West. Because of this, the Iron Curtain 
can nullify our attempts to reach an agreement for the easing 
of international tensions. 

There is, of course, irony in the fact that a ruthless dictator- 
ship may use the tools of freedom to win a supreme psycho- 
logical advantage over nations which cherish these tools as the 
rouchstone of their culture. And there is further irony in the 
fact that Khrushchev, who wields this psychological whip, 
heads a government which is deeply troubled by the urge 
for freedom and liberty now running among its own subjects. 

I suggest that it’s time the free nations got up off the psy- 
choanalyst’s couch and started hitting the Soviet Union psycho- 
logically at its weakest point. That point is the Iron Curtain 
which blocks its people from exposure to the developing 
world around them. 

For too many years, the West has acceepted the delusion 
that the Iron Curtain is invincible. That view is a most per- 
nicious outcropping of a Western inferiority complex. 

VULNERABILITY OF USSR 

The Soviet Government is vulnerable because it has con- 
sistently deceived its own people. If we can get through to 
the Russian people, the arrogance of the Soviet proaganda will 
visibly melt. If we can crack the Iron Curtain, it should be 
possible to create a world climate of opinion in which no 
nation would dare employ nuclear weapons to make war or 
to use its stockpile to intimidate other peoples. Essential to 
this climate of opinion is the attitude of the peoples within 
the USSR. Increasingly it seems evident that only through 
their understanding can worthwhile disarmament agreements 
evolve. Peace talks will be futile until the Russian people are 
brought into the world community of thought. Further, we 
should do all we can to bring an understanding of this to 
other countries throughout the world. 

The first step is to shake up our psychological approach to 
the Soviet impasse from cellar to garret. We must ourselves 
announce a peace program, both bold and imaginative, and so 
comprehensive in its terms that its purpose and scope will 
snatch the peace initiative from the Soviet Union. The bed- 
rock for such a program lies scattered over a dozen different 
proposals and policies over the past dozen years. The target 
of the program, as Mr. Pineau suggested, must be the peoples 
of the Communist bloc. 

It is necessary to make a change of 180 degrees in the arc 
of our propaganda policy—from “No” to “Yes.” For example, 
why should not every Moscow peace proposal for a summit 
meeting—why should it not be accepted with alacrity—but 
with our own “if’—upon the strict proviso that such de- 
liberations should be made known in full to the Russian 
people. 

In his many roles besides that of peacemaker, Mr. Khrush- 
chev fancies himself as the leading exponent for the new 
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people-to-people diplomacy—that movement of broader cul- 
tural, social and scientific ties across national boundaries. This 
is the new diplomacy of the rocket age and Khrushchev has 
exploited it with his usual artistry. Does this not give us a 
superb opportunity to challenge him to open up the Iron 
Curtain? And to keep challenging him to admit publicly that 
he is afraid to let in the truth to the Russian people? 

A race to the moon is advertised as the next contest in the 
scientific sweepstakes between the Communists and the free 
nations. It would be nice for us to win that race. It might be 
even nicer if we asked Mr. Khrushchev to join us in a co- 
operative venture by which we could reach the moon together. 
But in my judgment it is infinitely more important to reach 
the Russian people than it is to get to the moon. 

Mr. Khrushchev's speech of January 22nd in Minsk, which 
hasn't received the attention it deserved in this country, illus- 
trates my thesis that ideas can get through the Iron Curtain, 
and that the Kremlin is sensitive to the impact of ideas on its 
public. This was a speech intended for a local audience, and 
apparently spontaneous. Much of it was a belligerent reply to 
President Eisenhower. The status of the countries of East 
Europe is not a subject for discussion at a summit conference, 
Khrushchev said; the idea of a plebiscite is ridiculous. The 
idea prevalent in the West that the 20th Congress of the Com- 
munist Party caused or revealed division and confusion in the 
socialist world must be controverted. Khrushchev agreed with 
President Eisenhower's thesis that deeds, not words, are what 
count; let the U. S. display deeds by giving up the bases which 
ring the Soviet Union. 

Has there perhaps been a subtle transition in American 
thinking and policy within recent weeks? If so, this is most 
promising. Governor Stevenson has suggested a world con- 
clave of distinguished private citizens to explore and make 
recommendations for ending the deadly armame=’s race. 
President Eisenhower has suggested a meeting of || manists, 
gathered from across the earth, to assess the world’s condi- 
tion and to make suggestions for making it a better place 
in which to live. 

Recently, and more importantly, President Eisenhower 
wrote a letter to Bulganin which posed positive and con- 
structive proposals, such as the abolition of the veto in the 
UN, a letter which the Soviets haven't seemingly known how 
to answer, at least not yet. 

Such ideas are positive though tentative steps which express 
the genuine idealism of the American people. I suggest to 
this Committee today that we must group these overtures and 
develop them into a full symphony. 

How TO BREAK THE IRON CURTAIN 

We have at hand the weapons to break the Iron Curtain. 
One weapon, as suggested by Khrushchev's speech in Minsk, 
is the worldwide moral power of the Presidency of the United 
States. Great Presidents like Jefferson, Lincoln, Wilson and 
Roosevelt never hesitated to use it and the influence they 
wielded stands unmatched in the temporal affairs of men. 
They literally shook up the world with their ideas about 
freedom and the essential need for human brotherhood. 

Here are some further suggestions of the kind of positive 
things which I believe we should be doing; these are merely 
samples: 

1. President Eisenhower might announce his desire to make 
a peace appeal directly to the Russian people and request the 
cooperation of the Soviet Government in providing the neces- 
sary press and radio facilities. A talk of this nature would be 
one of the most dramatic in world history. As an aid to peace 
it could be worth a dozen summit meetings. He could even 
ask for a monthly talk to the Russian people, and offer 
Khrushchev the same opportunity here. 





WILLIAM BENTON 


2. The Soviet proposal for a special session of the General 
Assembly of the United Nations to discuss disarmament 
should be accepted—with the strict proviso that the delibera- 
tions at this meeting shall be fully reported by the Soviet press 
and radio to the Russian people, as they will be to ours. 

3. The Congress could adopt a resolution expressing its 
sense that the United Nations should take the lead in sponsor- 
ing complete freedom in the exchange of news and informa- 
tion between the people of the Communist countries and the 
people of the United States. (This was the dream of the U. S. 
delegation, of which I was chairman, at the UN Conference 
on Freedom of Information in Geneva in 1948.) 

4. Some engineering experts are now convinced that a 
break-through is possible of the Soviet radio jamming. Re- 
sponsible estimates put the cost to the USSR of jamming at 
$114,000,000 annually, more than the total budget of the 
USIA. 

One responsible expert tells me there is a possible way to 
end the jamming—not a certainty, but with perhaps an even 
chance of success—and that a research expenditure of less 
than $1 million might produce the new technique required. 
I happen to think such a technique would be a bargain to the 
U. S. at the Soviet annual cost of $114,000,000. Our top 
physicists are needed on this project at least as much as for 
satellites. 

5. The United States should tell the Russians again and 
again that we shall be glad to have them operate a radio 
station in Washington if they will permit us to operate one in 
Moscow. This was a proposal I made publicly twelve or more 
years ago when I was serving as Assistant Secretary of State. 

6. The world should be told once again that if Sovier Russia 
will agree to a rigid system of nuclear disarmament, the 
United States is prepared to spend as much as ten billions 
annually to help the economic development of less favored 
nations. The savings on armaments alone would make this 
possible. Tl.is was a proposal of my colleague, Senator Brian 
McMahon. 

7. Why shouldn't we ask the Soviets to take all of our 
students they are willing to accommodate at their unversities? 
We need young people who speak Russian. I happen to think 
our students there, as evidenced by countless reports; would 
be great ambassadors for our way of life. 

(There's of course no real hope of the Soviets agreeing 
to exchange two or three hundred thousand students, 
though the offer seems worth making. But why should 
we not encourage a quarter-million American students 
to study abroad? The “tidal wave” of American young- 
sters due to hit our colleges will raise the number of 
qualified applicants from the present three million to 
six million by 1970. College administrators see little or 
no hope of doubling their facilities. Tuition and living 
costs at foreign universities, even the most famous, 
average substantially less than private U. S. colleges and 
universities. Would it not contribute greatly to inter- 
national understanding if 250,000 young Americans were 
enrolled abroad every year? This seems to me a good 
idea, and it’s a cheap idea because it won't cost our 
economy any more than if we keep these students at 
home. Such a positive proposal would, I believe, arouse 
world-wide interest, particularly if coupled with a more 
aggressive program to bring foreign students to this 
country. ) 

8. We should at once begin the construction of vastly 
expanded and more powerful radio transmitters, beamed 
behind the Iron Curtain; and indeed we should press with 
more vigor every idea that holds any reasonable promise of 
eroding the curtain. 
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9. We should mobilize our science and engineering talent 
to devise means of obtaining compulsory access to the Soviet 
audience. Further, Soviet scientists want contact with ours; 
they don’t argue about the facts of science; our scientists can 
become most potent ambassadors. 

* * * ” 

There is no belligerency in proposals such as these. Indeed, 
they reflect the desire of the American people for lasting 

ace. 

A talk by the President to the Russian people will capture 
the imagination of men everywhere if only because all man- 
kind has a stake in the outcome of the present armaments race. 
Our Chief Executive could assure the frightened masses of 
the USSR that our democratic and spiritual background is a 
firm guaranty that nuclear weapons will never be used for an 
assault upon the Soviet Union. He can give renewed assurance 
that the United States and its Allies are ready now, as they 
have been for a decade, to enter a fair and effective pact for 
the banishment of nuclear weapons. 

Indeed, the summit meeting, which the Kremlin is pro- 
moting and which seems increasingly imminent, could provide 
the perfect opening for a talk by the President to the Russian 
people. 

Next, the moral prestige of the Congress in world affairs is 
great and we have neglected this potential weapon. In sug- 
gesting that the United States should assume the lead in boring 
a hole in the Iron Curtain, the Congress will be following the 
precedent it established seven years ago when it passed the 
McMahon-Ribicoff resolution expressing the sincere desire of 
the American people for lasting friendship with the people 
of Russia. This resolution was sponsored by two of the most 
eminent representatives of my state who have served in the 
Congress. President Truman sent it to the Soviet Government 
with the request that it be made known in full to the Russian 
people. Stalin not only gave it complete coverage by press 
and radio but he even said that he was willing to approve a 
limited exchange of news articles between Soviet and Ameri- 
can journals. Unfortunately this chink in the Iron Curtain 
was never followed up. This may have been one of our mis- 
takes. 

There are members of this Committee who sponsored this 
friendship resolution who will be interested to know that a 
prominent official of our overseas information program assured 
me not long ago that it was one of the best good-will gestures 
this country ever made. 

Thus I believe that an occasional Congressional resolution 
can do an immense amount of good and beyond this can up- 
hold the President in his dealings with the USSR. For example, 
if Congress should suggest that both President Eisenhower and 
Mr. Khrushchev appear before the United Nations to state 
their views on disarmament, with full publicity in all coun- 
tries, this might help us get through to the Russian people. 

A Key SoviET GROUP: THE MIDDLE LEADERSHIP 

In our efforts to penetrate the Iron Curtain, we must re- 
member that it is necessary particularly to reach the middle 
leadership in the Soviet world, its new and rapidly growing 
class of well-schooled engineers, professional men and adminis- 
trators. I reported two years ago on this expanding group to 
the Joint Committee on Atomic Energy. I think it is wise 
for us, in formulating policy, to share Mr. Allen Dulles’ 
“cautious hope” that it is imposible to educate men and 
women to think about mathematics, physics and biology— 
without opening their minds to the possibility of thinking 
about politics and disarmament and even about justice and 
freedom. 

The top Soviet leadership, which we identify with the 
Kremlin, can only agree to effective measures of arms reduc- 
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tion and control if the middle leadership is in favor of it. 
[he cop leadership must count upon support from the middle 
leadership; otherwise it will be knifed in the back by rival 
factions which may interpret any attempt to make a genuine 
agreement as a betrayal of Soviet interests. 

This middle leadership is a tacit constituency that does in 
fact provide administrative and moral support for the top 
layers of the Soviet system. Its members tend to favor measures 
to increase the standard of living in the Soviet world. The 
middle leadership tends to favor measures of decentralization, 
and a far higher level of reward for skill. It includes the 
scientists and engineers, and many from the creative arts; 
the administrators of education, agriculture, transportation, 
mining, manufacturing, public health planning, construction 
and finance; and a segment at least of the officers’ corps. 

Unless the middle leadership has a steady stream of ac- 
curate information about the nature and intentions of Ameri- 
cans, it is left entirely to rumor and to official channels of 
Soviet propaganda. Its members are now cut off from access 
to information about us that is in fact vital to their own 
security. A prime objective of American policy should be to 
achieve direct contact with this powerful group. If wars begin 
in the minds of men, as stated in the UNESCO charter which 
I helped to frame, then hydrogen wars can begin only in 
hermetically sealed minds. As the London Economist states, 
“Truth is no longer the first casualty of war; it must be as- 
sassinated before war can be made.” 

However, we shall go wrong in our propaganda policy if we 
neglect the man at the bottom. We must pursue him too, and 
with every available means. I like the remark of Voltaire, 

History is written by the satin slippers going downstairs as 
the wooden shoes go up.” 

THE U. S.-USSR CULTURAL PACT 

Your Committee asked me to state my views on cultural 
pacts. The present pact with Russia seems to me to be good, 
even though it is in one sense a disappointment. It is good 
in arranging for a small-scale exchange of professors and 
students. It is a disappointment because under its terms the 
Kremlin retains a complete veto power over the exchange of 
ideas and political talks. In that sense, the Iron Curtain re- 
mains intact. 

There is a fundamental difference between what Moscow 
wants and knows it wants—and what we should want—and 
don't know we want—to accomplish by such pacts. The 
Kremlin wants technical information to improve its economy. 
We should be driving for a free flow of ideas as one great way 
to avoid war. We not only want the Soviet peoples to know 
more about us; we want to know more about them. It seems 
to me that we should demand that in exchange for our tech- 
nical information we be granted access to the USSR. We 
should seek free play within the USSR for American journal- 
ists, broadcasters, sociologists, camera men, political scientists, 
motion picture operators, labor leaders and opinion-makers 
generally. We want their admittance into Russia and free 
movement throughout Russia for a frank review of the con- 
trasting values of Communism and democracy and a constant 
check on Soviet life and progress. This is what the Soviet 
Union has to give us in a program of exchanges. This is what 
we want and what they haven't yet given. In return we are 
glad to welcome their engineers, technicians and specialists. 

The pact states that the proposal to exchange delegations 
of deputies of the Supreme Soviet and Congress shall be “sub- 
ject to further discussion.” I hope this exchange comes off. 
There are some plain-spoken members of this Committee I 
should delight to see addressing the Supreme Soviet of Russia 
and doing so without those inhibitions which naturally cir- 
cumscribe the work of our diplomatic corps. In fact, an ex- 


VITAL SPEECHES OF THE DAY 


change of delegations by Congress and the Supreme Soviet 
could be the most fruitful exchange of all. 

As part of our own efforts within the U. S., the signing 
of this recent pact with the Soviet Union presents another 
reason why we should seek to untangie our own Red-Tape 
Curtain, the cumbersome maze of visa, immigration and postal 
provisions that lead many peoples, including the Russians, to 
accuse us of erecting our own impenetrable barriers. 


CONCLUDING SUM-UP 

Summed up, the essence of my testimony is this—let's start 
talking peace and then back up our words with genuine pro- 
posals big enough to meet the menace of rocket warfare. For 
too long, the Russians have called the rules for international 
debate. It’s time for us to establish a few rules of our own. 
Lieutenant General Gavin has used that powerful phrase 
“Missile Blackmail” to describe the present course of the Soviet 
Government. 

Khrushchev’s success in stealing the mantle of peace is 
perhaps without precedent. The United States has the moral 
weapons to cut Khrushchev’s ideas down to manageable pro- 
portions. Until that happens, the only alternative seems to be 
an endless armaments race or something infinitely worse. 


FOOTNOTE ON THE USIA 

I am not here to discuss the USIA. The head of USIA is at 
this moment opening the defense of his budget before the 
House Appropriations subcommittee. I will say only that the 
USIA budget request for fiscal 1959—$105 millions for 
operations and $5 millions for construction of radio facilities 
—is far too small—if we assume that the USIA is to be ade- 
quately led and staffed. It is smaller than the USIA budget 
for fiscal 1957, and this at a moment when it is becoming 
dramatically clear that we are losing the psychological duel. 

I would urge the immediate return of U. S. information 
activities to the Department of State. The USIA was removed 
from the Department largely on the personal desire of Secre- 
tary Dulles to be rid of it. Outside the Department, the USIA 
has no real voice in policy making. It can only try to pick up 
the pieces afterward. 

USIA belongs in the State Department for many other 
reasons, including the coordination of its career service with 
the Foreign Service, and the elimination of duplicating policy 
staffs and duplicating research and intelligence services. But 
perhaps the best argument for a reunion is the continuing 
necessity for improving and educating and building up the 
State Department, which must remain the key to our over- 
seas operations. The Department, I am told, and especially 
since Sputnik, has become increasingly sensitive to, and 
puzzled by, public opinion in foreign lands. I submit that the 
Department will benefit greatly by such a reunion. The USIA 
may suffer temporarily. But U. S. foreign relations will im- 
prove. 

I recommend that, under the over-all direction of the Secre- 
tary of State and an Under Secretary, three major Divisions or 
Departments be created within the State Department—the 
Department of International Political Affairs, the Department 
of International Economic Affairs, and the Department of 
International Public Affairs. These cover three of the four 
major areas of foreign policy with which I began—those of 
“deals, goods and words’—leaving “force” to the Department 
of Defense. Each of the three Departments should have its 
own Under Secretary, or perhaps even its own Secretary as in 
the Defense Department. Each should have its own Assistant 
Secretaries. Each of the three Departments should have full 
line operating authority—and all officers should report up to 
their own Under Secretary or Secretary, who in turn would 
report to the Secretary of State. 
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Government Will Act in a Sound and 
Timely Fashion 


WILL NOT BE PANICKED BY ALARMISTS 


By DWIGHT D. EISENHOWER, President of the United States 
Delivered at the Republican Women's National Conference, Washington, D. C., March 18, 1958 


job in keeping up with the facts and issues of a fast- 
moving world. 

He is seemingly expected to understand everything from 
the effects of a change in the Federal Reserve discount rate, 
to a boundary dispute in mid-Africa, to the impact of our 
stockpiling policy in the zinc industry. 

Presumably to help him gain this understanding, every 
day millions of words pour out of our presses and loud 
speakers to tell him about the day’s news and controversies. 
Along with this he is practically inundated by a volume of 
advice and exhortation flowing from political circles, as to 
what his opinions and actions should be. 

Out of such a welter of words and widely diverging counsel, 
how can the thoughtful citizen develop for himself sensible 
decisions on current issues? 

Obviously, he cannot do it by bending to every gust of 
political opinion, or by depending upon the meanderings of 
some self-appointed prophet. 

He can deal wisely with his complex world only if he 
begins with an orderly set of personal convictions about 
fundamentals, assembles pertinent facts as he knows them, 
and then constantly checks his daily decisions against these 
deep convictions. 

In somewhat the same fashion, it is one of the functions of 
a political party to develop and articulate basic convictions, 
so that its specific governmental actions will have the direc- 
tion of well-understood principles. 

I am proud to say that the Republican Party and the 
Republican Administration have held forth to American men 
and women a consistent set of basic policies. For five years 
we have struggled tirelessly to put those policies into action. 
And with a good degree of success. 

Now, let us see how both a party and an individual, pon- 
dering problems that today engage attention can, by harking 
back to principle, sometimes transform a swirling mass of 
controversy into a clear line of purpose. 


Tie AMERICAN citizen in these times has a staggering 


FIRST, FOR EXAMPLE, THERE IS THE RELATION OF THE 
GOVERNMENT TO THE ECONOMY 

The Republican principle is clear: We believe that the 
Government has a never-ending responsibility to keep abreast 
of the facts of economic activity, and to be prepared, whenever 
an economic downturn occurs, to do whatever it can to help 
bring about a healthy increase in employment and business 
activity. But another part of the same principle also holds 
that the real mainspring of our kind of economy is not Gov- 
ernment, but the built-in thrust and vigor of private enterprise. 

I want to say personally to every unemployed worker, every 
housewife trying to keep the family going on an unemploy- 
ment check, every worried business man, every young man 
and woman concerned about a job: your Administration is 
doing and will do everything that it can constructively do to 
bring about a resurgence of employment and production. 

This is not an exercise in economic theory, nor primarily 
a problem of graphs and statistics. All the economic indicators 
and high-sounding oratory in the world cannot fill the empty 
place in a pay envelope. 


We are concerned with people—their jobs, their homes, 
their children, their hopes and plans, their worries and am- 
bitions. 

Already a long line of governmental actions have been 
taken to stimulate recovery. 

The Government has acted, I earnestly believe, in both a 
sound and timely fashion. 

First, beginning in November the Federal Reserve authori- 
ties began to ease credit. Funds are now more readily available 
to borrowers and interest costs are lower. 

Second, the Administration has taken numerous steps, in 
the light of easier credit conditions, to stimulate private 
demand for homes. Down payments were reduced last August. 
The amount of cash required to purchase a new home was 
further reduced in January. Last month the Veterans Ad- 
ministration and the Federal Home Loan Bank acted to 
increase the availability of funds for home mortgages. I have 
recently ordered the release of additional funds for military 
housing and for other special assistance programs. I have 
earlier this month requested of the Congress new housing 
legislation, including the adjustment of statutory interest rate 
ceilings, which have blocked the flow of private funds into 
important private construction programs. 

Third, to help meet the personal needs of those unemployed 
workers who have exhausted their unemployment benefits 
under state laws, I have in preparation, for recommendation 
to the Congress, a plan for a temporary extension of such 
benefits. We must move with speed since this plan bears 
directly on the immediate personal well-being and personal 
dignity of thousands of American families. 

Fourth, the Administration has accelerated the schedule for 
the construction and improvement of needed facilities for 
which appropriated funds are available. 

These projects include such items as water resources and 
reclamation projects. They include a step-up in Federal aid 
for hospital construction. 

They include the Administration’s program to modernize 
our postal facilities, a step which is essential if the Post Office 
Department is to continue expeditious handling of the growing 
volume of mail. 

The General Services Administration is accelerating its 
program for repair and modernization of Federal buildings 
and for building needed new facilities. 

A sharp advance in expenditures for Federal aid to high- 
ways is already taking place under the new budget. And I 
have asked the Congress to amend the highway act to suspend 
certain expenditure ceilings for three years, to permit ac- 
celerated placement of highway contracts. 

Expenditures under the urban renewal program are also 
rising rapidly, and we are taking action to speed pending 
projects. 

Wherever possible, we are accelerating already-authorized 
procurement of equipment and other needed supplies. ; 

This is a sample of the sort of thing we are already doing. 

All of the projects being accelerated and being presently 
readied as a reserve have one thing in common: they are 
useful and needed in themselves. Moreover, they are generally 
projects that start quickly, provide employment quickly, and 
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also do not drag out so long that they compete with the needs 
of private enterprise when the expected resurgence comes. 

Now a word about the make-work approach with its vast, 
slow-moving projects. To this I am flatly opposed. First, it is 
not effective. Moreover, experience clearly shows that too 
much of this sort of make-work activity tends to supplant 
rather than to supplement private activity. It dulls the edge of 
private initiative. It builds up a huge bureaucracy. And it 
threatens to turn a temporary recession into a long-term 
economic headache. 

The hardships to individuals and their families of a tem- 
porary downturn in employment are bad enough. But this 
Administration is not going to be panicked by alarmists into 
activities that could actually make those hardships not tem- 
porary but chronic. 

Let me repeat: This Administration will continue to under- 
take, by executive action or proposal to the Congress, any 
measure—including tax reduction if, after consultation with 
Congressional leaders, such action should prove desirable and 
necessary—that will assist healthy economic recovery. 

This recovery effort of the American people will be success- 
ful. We know it will be successful, because we have faith in 
our nation, in our free economy, and in ourselves. One hundred 
and seventy-three million Americans have over the years 
earned for themselves the highest standard of living in the 
world. They still have the skills, the resources, the knowledge 
and the experience that will enable them to overcome tem- 
porary setbacks to economic growth and place them once more 
on the road to ever higher levels of prosperity. 

To this goal I am fully dedicated. 

My confidence in our ability to attain this goal is as strong 
as my belief in the greatness and destiny of our beloved 
country. 

II 
NEXT, THE FARM ECONOMY 

If there ever was an issue that called for intelligence instead 
of prejudice, conviction instead of expediency, purpose in- 
stead of drifting, courage instead of timidity—that issue is 
the farm program. 

It is therefore highly fortunate that we have a Secretary 
of Agriculture who typifies intelligence, conviction, purpose 
and courage. 

The principle we are following with respect to the farm 
economy is this: to get real improvement in farm income, 
unnatural wartime controls must progressively give way to 
greater reliance on the natural operation of free market forces. 
Price-depressing surpluses must be reduced and then elimi- 
nated. At the same time, price support policies must avoid 
creating new and greater surpluses. 

Meanwhile, every possible constructive action to improve 
acricultural health should be taken. Already much progress 
has been made in this direction through the rural development 
program, the extension of low-cost credit to the family farm, 
the sharing of our abundance with the needy at home and 
abroad through donations, export sales for foreign currencies, 
research to find new uses for farm products, special programs 
to increase milk consumption, long-range conservation meas- 
ures, and the development of new markets. 

The improvement in farm prices at points where these 
principles have been given a chance shows that we are on the 
right track. Farm prices are now 8 per cent above last year 
and 11 per cent above two years ago. 

Income per person on farms last year was the highest in 
history. Improvement is slow, the adjustment is sometimes 
painful, and there have been increases in costs of non-farm 
products that have robbed farmers of part of their gains. But 
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the direction of the Administration’s farm program itself is 
right. 

By contrast, the Senate bill passed last week, freezing rigidly 
the price-depressing practices of the past, represents in my 
opinion a 180-degree turn in the wrong direction— the direc- 
tion that can lead only to chaotic controls and perpetual 
troubles for the farmer. The Administration program seeks to 
make Government a real partner of the farmer—not his boss. 

Ill 
Now, A WORD ABOUT CONDUCT IN GOVERNMENT 

Here there is only one possible principle for all Americans 
to follow; the standard of official conduct must be the highest 
standard known to human behavior. 

First, let us remember, we are opposed to further cen- 
tralization in government, and indeed have been working 
cooperatively with state governors to reverse the trend of 
the past two or three decades in this direction. But, the powers 
of government become ever more pervading and compre- 
hensive as new problems arise out of constantly increasing 
interdependence of all sections and sectors of our country and 
world. 

Government activities reach into the lives and businesses 
of our people at a thousand points. For all practical purposes, 
remedies by the individual against unwise or unfair govern- 
ment actions are often too difficult and costly to be effective. 
As a result, the citizen’s primary protection lies in the assur- 
ance that the country’s administrators are affected by no con- 
ceivable interest other than the public interest. 

Of course in a government as large as ours, staffed by fallible 
human beings, there is no way to make certain that a deviation 
from this standard will not sometimes occur. But all of us 
can make certain, by prompt, decisive and corrective action, 
that public confidence in the integrity of government is main- 
tained. 

The greater the role and responsibility of government, then, 
the greater the importance of uncompromising insistence on 
the highest official standards, all the time, everywhere. 

IV 
FINALLY, I WANT TO TALK ABOUT THE PRINCIPLE WE ARE 
FOLLOWING IN OUR RELATIONS WITH PEOPLE OVERSEAS 

It comes to this: We are trying to apply to the world com- 
munity the same principles that have brought harmony and 
progress to local, state and national communities. 

Many years ago, the things we now do on a community 
basis were unheard of. A man who could afford to educate his 
own children hired tutors, though his neighbors’ children 
remained ignorant. He took health precautions in his own 
house, though nearby there might be disease and contagion. 
He looked after his own business, and let other business men 
look out for themselves. 

Then people began to realize, as a matter of simple self- 
interest, that they themselves could have a free, healthy, pros- 
perous community only if their neighbors were educated and 
healthy and their community prosperous. 

Our programs of economic and technical aid to newly de- 
veloping countries recognize this same truth, on a world-wide 
basis. 

A similar principle applies to world trade. 

Today, by any test of interdependence and transportation, 
our overseas friends in the world community are much closer 
to us than New York was to Kansas City a hundred years ago, 
and definitely closer than New York was to California. 

Four and one-half million Americans owe their jobs to the 
activity created by overseas trade. But if we are to sell to 
others, we must buy from others. If we do not buy from them, 
and pay them with dollars, where will they get the dollars with 
which to buy our goods? And if they do not buy our goods, 
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what happens to the four and one-half million Americans 
whose jobs depend on world trade? 

But there is even more than this at stake. Peace is at stake. 

Picture two different kinds of world. 

First, a world in which we have begun to throw up increas- 
ing tariff and quota restrictions against imports. What hap- 
pens? Bitter resentment among peoples whose good will and 
help is essential to our collective security. A sharp cut in their 
purchases from us. A severe blow to their vitally necessary 
development programs. A resultant mounting of unrest and 
violence. Offers by the Soviets to take their output on a barter 
basis. A desperate turning toward the Communists, for want 
of an alternative. A gradual but relentless shackling of the 
smaller country’s economy to that of the Soviets, until at last 
it is am economic satellite, overrun with Communist tech- 
nicians and agents and at last national and personal freedoms 
lost. Eventually, as one country after another runs this course, 
the United States will find itself beleaguered and alone, its 
economy shrunken, its military posture damaged, its young men 
drafted by the million for the grim defense of their friendless 
country. 

Now consider the other possible picture. A world in which 
the newly developing countries build up more and more diver- 
sified economies, with a host of new demands and wants to 
be filled by sales from our factories and farms. Their own 
products begin to sell all over the globe. With progress comes 
pride and confidence. The same energy that might have gone 
into rioting and smashing goes into building and producing. 
As more and more goods move back and forth between our 
countries, so more and more peoples visit and learn to know 
each other. The ties of culture, of language, of law, of litera- 
ture, of religion, all gradually become better understood and 
closer. 

Millions of people acquire a stake in a stable but forward- 
moving way of life that combines increasing living standards 
with personal freedom. In short, they have a stake in building 
and maintaining the only kind of world in which peace can 
really grow and flourish. 

My fellow citizens, that is the kind of world America wants. 

But if we are to have that kind of world, we must help to 
build it. And two of the most indispensable building-stones 
in the structure—without which it can never stand—are the 
Administration’s Mutual Security bill and the extension of the 
Trade Agreements Act. 

CONCLUSION 

Now, although my audience today is made up primarily of 
women, I have talked to you not as women but as American 
citizens with a special responsibility in public affairs. There 
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is no special “women’s angle” to the great issues of our day. 
Certainly, mothers do not want their sons to be shot at on the 
battlefield, but neither do the fathers. And, I might add, neither 
do the sons. 

Our problems are not matters of motives. All Americans 
agree on the kind of harmonious prospering world we would 
like to see. Out problem is rather to get public understanding 
of the intricate international and domestic questions that must 
be decided right if we are to help build that kind of world. 

An ever-increasing burden of responsibility has devolved 
upon the people of this country in recent years, and, in the 
perspective of history, we have had comparatively little time 
as a people to prepare for it. This is no cause for pessismism 
or defeatism. Rather it is a condition that should stimulate 
our pride and inspire confidence. Though America is confront- 
ed with a great task, let no one doubt that America is equal 
to its every requirement. What is needed above all is sober 
education in the facts of today’s world, and a seriousness of 
approach to crucial public issues that is in proportion to the 
gravity of the decisions we must make. 

In the light of our world position, our nation cannot toler- 
ate, in any individual or in any party, demagoguery that would 
put winning a cheap political advantage above winning the 
world struggle for justice and freedom. In this day and time 
it is up to every political party in every free country to stand 
up and be counted on national issues, as a national party, 
dedicated to the best interests of the nation and the world. 

The Republican Party and Republican Administration are 
proud to take their stand on their nation-wide principles, their 
consistent five-year endeavor to apply those principles, and 
their forward-looking proposals for the future. This is not a 
narrow, partisan set of principles and proposals. These are the 
actions that the overwhelming majority of Americans, Re- 
publicans, Democrats, and independents, know in their hearts 
are what the country needs and the world needs. 

The growing dimensions of our world responsibility require 
that we strive always toward higher levels of understanding, 
of personal dedication and of insistence upon absolute in- 
tegrity in political life. If, as a party, that is our dedication, we 
will attract to its support those additional millions of Ameri- 
cans who, with us, believe that we can make our country and 
our world, secure, prosperous and peaceful. 

My most profound hope and my most devout prayer for the 
Republican Party is that in its ranks the workers, members and 
candidates will be individuals who will set—and live—this 
high standard of responsibility, understanding and devotion 
in such a way as to bring lasting credit and strength to party, 
community and country. 
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difficulties which all of us, who are Americans, face 

here and overseas—I select for your attention a recent 
masterpiece of confusion. In my judgment, it is a masterpiece 
of calculated confusion. I select it not because it cries for a 
reply to the source, but because it cries for a reply in America. 
I am concerned that many of the questions raised by this 
particular challenge are questions which may quite foolishly 
reside in American minds. If they did not occur to us previ- 
‘ously, they may now have been planted in American minds 
by this masterpiece of misconception. 


S O THAT WE MAY better understand the confusion, the 


For those who have not seen it, I am referring to a letter 
which appeared in the Washington Post. It was more than 
the usual “letter to the editor”. But that is not the way it 
was treated. This letter was featured on the front page this 
week. In addition, it had the best-selling argument accom- 
panying the letter. Next to the letter was the picture of a 
perfectly beautiful girl And may I say that one of the 
things I observed when I was in Viet Nam is that when the 
Vietnamese girl is beautiful, there is none more beautiful 
anywhere in the world. 

And so, this letter appeared, and here are my answers to 
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the letter of the self-styled “little Vietnamese girl”. I make 
these comments not for the purpose of answering her, but 
for the purpose of answering a much more significant audience 
—Vietnamese who may be affected by her, though I doubt 
that very many Vietnamese will be, and those Americans who 
have been, and may still be, affected by the questions she 
raises. | would like to present them, and I would like—with 
your graciousness—if I might indulge in a wholly personal 
gesture. I must emphasize that what I now say is totally 
personal. 

“Dear Mr. Friendly,” this letter starts. 

"I am a little Vietnamese girl. | saw your name in the 
newspaper and decided to write to you because your name 
sounded the nicest.” 

If, in fact, a little Vietnamese girl wrote that lead sentence 
then, as a writer who has had some background in journalism, 
may I say that this is the greatest masterpiece of journalism 
I have read since the famous editorial that brought world 
attention to William Allen White and his Emporia Gazette. 

“Here are some questions I would like to know about 
America, for now, Vietnamese people are living under the 
help of your country.” 

I had thought that the Vietnamese people were living in 
part with the help of our country, help urgently sought, and, 
I had thought, deeply appreciated. 

That help was, incidentally, far more reluctantly given by 
us than I had hoped would be the case. But it has been 
generously concurred in by the American people. 

To return to the young lady: 

“1 would also like to let you know what I think about 
America. These questions are my doubts towards your country. 
If you answer my questions, 1 am sure that all other Viet- 
namese will appreciate #.” 

I think it would be startling if the Vietnamese had no 
doubts about America. If there were such a Vietnamese, then 
I would have to say that he would find no American counter- 
part—because there are no Americans who have no doubts 
about their country. 

And so we are eager to understand the doubts and see 
whether in fact they may be dispelled. 

"1. Does American Government help us because of friendly 
reasons or by its own interests?” 

My judgment would be that the American Government 
helps Viet Nam for a variety of reasons. The American Gov- 
ernment has its own proper, and, I believe, enlightened 
interests. I believe they happen to coincide in extraordinary 
measure with the interests of the Vietnamese people. The 
American Government would for its own reasons hate to see 
still another country fall victim to Communist imperialism. 
If I do not misread the Vietnamese people, they would dislike 
that prospect even more than we do. And so, our national 
interests and our honest and urgent interest in freedom co- 
incide 

But there are other reasons. The American is extremely 
reluctant ever to say that he does anything for friendly 
reasons. We go through the most extraordinary hocus-pocus 
to persuade ourselves—and this is especially true on the floors 
of Congress—that what we are doing for no other than 
friendly reasons, has, in fact, a selfish purpose. This is a little 
game that is played every time a government appropriation 
is debated. We find ourselves frequently appropriating very 
hard dollars for purposes which couldn't conceivably serve 
any particular private selfish interest. Yet we feel compelled 
to justify our generosity in the language of cynicism. 

I don’t think the Vietnamese girl knows this, but we are 
a sentimental people with a stubborn need to hide our generous 
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and deeply religious purposes. I wish we didn’t hide so much, 
but, let’s face it, we do. 

She then continues: 

“As for me, I think the American Government help Viet- 
namese people because of these principal reasons: 

“a—Commercial point of view: Viet Nam will be a big 
market for the commerce and industry of America.” 

Now that really brings us right down to this conference 
On “Investment in Viet Nam”. If, in fact, Viet Nam were a 
magnet attracting American commercial interests there would 
be no need for a conference of this character. 

If it were such a market, there would be no need for the 
investment guarantees provided by the U. S. Government 
which have already been explained this morning. 

If this were our reason, I would have imagined that by this 
time American foreign investment, especially since the end 
of the last war, would have assumed gigantic proportions. So 
it is distressing, as an American, to realize that in dollars of 
equal value, our private foreign investment in the year 1956 
is less than it was in the year 1930. 

As a matter of fact, it takes the most urgent kind of 
statesmanship, stimulation, intelligence, advice, support and 
guarantees to persuade an American businessman that it is 
even worth taking the risk that might bring him a decent 
profit. 

“b—Strategic point of view: Viet Nam will be used to stop 
communism.” 

What an odd emphasis. I had thought that Viet Nam was 
itself most directly under attack by communism, and is, in 
fact, divided by it. At enormous cost of pain and suffering, 
almost a million people fled, left everything behind, to take 
their chances in free Viet Nam rather than live under com- 
munism. If, in fact, any of these are true——and I know them 
all to be—then this is really a curious attack upon the United 
States. 

Yes, quite honestly, one of our unselfish reasons for assisting 
Viet Nam flows from our admiration for the Vietnamese 
people and the price they have paid for their remorseless wish 
not to knuckle under to communism. 

“2. Is it right that the policy of American government is to 
assimilate all the countries living under its help?” 

Interesting. Off the mainland of Viet Nam is a very large 
country. It is the Philippine Republic. No act of war, no 
pressure by an ally, no revolution by a native population, 
nothing but American intention and action brought about 
the wholly voluntary act which gave the Philippine nation 
their independence. 

On this Eastern shore we have a similar experience. Com- 
monwealth status, and the right of self-government, was 
given to Puerto Rico in 1948. 

As a matter of fact, the United States would have had a 
great deal more to gain by giving Puerto Rico independence. 
The particular status of Puerto Rico gives her virtually all 
the benefits of independence and few of the financial costs— 
which is why I suspect they chose to be a commonwealth 
rather than independent. 

As a matter of fact, the United States is in this respect really 
quite unique. We not only seek not to assimilate—we seek 
to unload. 

“Will Americans go home soon, or will they stay in Viet 
Nam for a hundred year?” 

Well, first of all, there aren’t many Americans there. The 
Americans are a drop in the bucket. Secondly, the classic and 
consistent mistake America has made over and over again, 
flows from its desire to go home at the earliest moment. God 
knows what price we have paid in Europe or how much of the 
Marshall Plan proved necessary or how much anguish was 
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caused in what are now the Soviet satellite countries, solely 
because of our insistence, as soon as World War II was over, 
that our armed forces return home. There is nothing more 
unappealing to the American community and to the American 
Congress than the concept of Americans staying overseas for 
any length of time for whatever purpose. And you can get 
very few Americans, incidentally, who are willing to do 
otherwise. 

“Do American people know that Ngo Dinh Diem is an 
American puppet as some of the Vietnamese think?” 

I am amazed especially at one word in this question, “some 
of the Vietnamese people”—that modest phrase leads me to 
suspect that maybe none of them think so. Well, do the 
Americans know that he is an American puppet? If he is an 
American puppet, then we, indeed, are very awkward pup- 
peteers. It is amazing how much negotiation, what length 
of time with every American government agency that serves 
any purpose in Viet Nam has been involved to reach decisions 
which by command might have been accomplished, if, in fact, 
this were true, overnight. 

As a matter of fact, on no level do I know of any decisions 
or agreements between the Vietnamese and American govern- 
ments which even now are wholly agreeable to both sovereign 
Parties to the agreement. 

I must honestly say that Ngo Dinh Diem is not only not 
an American puppet—he is nobody's puppet. If he were, he 
wouldn’t have survived the first 90 days, and virtually all 
informed opinion in this country was persuaded that he would 
not. 

But he has, indeed. 

“Do American people know that 95 per cent of Vietnamese 
people don’t like them?” 

I can’t answer this, but the wife of the Vietnamese Am- 
bassador, Madame Tran van Chuong, in a reply to this letter 
said, “Nonsense; can a truthful little girl choose Mr. Friendly 
for his friendly name to tell him such an vatrue and unfriendly 
statement? Little Vietnamese girls cannot be so rude, nor so 
stupid, and Vietnamese people, like all other humans, cannot 
dislike the United States just for having helped them to 
regain their national independence and to remain free.” 

I have too much respect for the Vietnamese people to 
believe that the response to American help to Viet Nam 
since 1954, despite the past American mistakes in Viet Nam 
—and they were considerable—I have too much respect for 
them to believe that 95 per cent of them dislike us; or 50, or 
25 or 20. At least I do hope that is true. 

What I do know is that it would be remarkable if there 
were not some Vietnamese who did dislike some Ameri- 
cans. Many Americans have considerable difficulty, more than 
they should, liking the variety of minorities we find among 
ourselves. I’m afraid that is true of people everywhere. And, 
of course, the American is a minority in Viet Nam. And the 
American is not by definition the most attractive human 
being when he lives on foreign soil, and does get too much 
money by local standards and spends it too freely and is a 
little too persuaded that he is right and that his habits are 
God-given. 

I suspect there is some dislike. I suspect it is quite human 
dislike, and that these individual reactions are wholly dis- 
sociated from an equal measure of affection for the American 

le. 
POM Friendly, 1 found that although we live under the help 
of Americans”—again, under the help of Americans—“but 
we don’t like Americans, we don't get along with Americans. 
What do Americans think about Vietnamese people? Do they 
consider us as Negroes in America?” 

This is such a cleverly phrased question. There is almost no 
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way of answering this question without distorting the truth. 
The truth would have to comprehend that there are almost as 
many separate attitudes toward Negroes in America as there 
are Americans. America has a great deal to be ashamed of 
in the attitude of some of its people toward Negroes. And we 
have an even greater amount to be proud of in the change 
of these attitudes and the very real alteration of our racial 
relationships within an incredibly short period of time. And, 
of course, a great deal still remains to be done in all the 
relationships that make up the American melting pot. How, 
then, do we regard the Vietnamese? I have never run into an 
American who didn’t regard them as extremely intelligent, 
gracious and attractive fellow human beings. 

“Why are there still a lot of White Americans that do not 
get along with Black Americans? Do they still have the im- 
pression that Black Americans are their slaves?” 

My guess is that no Americans—or so small a number as 
to be invisible—think of American Negroes as slaves. My 
guess, however, is that there is still a significant percentage 
of America that is infected by the history of slavery which 
originally brought the Negro to our shores and that they are 
affected by guilt and confusion and a variety of complex 
emotions that were shaped by that history. 

“I think America is democratic and free country so such a 
colored separation must be ended. The trouble at Little Rock, 
do you think that was a big shame hung over America?” 

Yes, I think it was. But I think it is important to point 
out that the “big shame that hung over America” came about 
as a result of a decision by the highest court of the United 
States. The U. S. Supreme Court does come a little closer 
on most things in this and other areas to reflecting the dignity 
of America than does Little Rock. 

But there is an even more significant answer, and it is 
part of the larger dilemma we face. Yes, we have paid and are 
paying a big price for Little Rock, bigger than we have 
deserved on balance. However, the price the Soviet Union 
pays for her butchery in Budapest seems to be forgotten. That 
price is no longer exacted from the Soviet imperialists—not 
by us, not by the Vietnamese, not by India, not by Austria or 
England. It remains wholly alive and unforgiven only in the 
minds of the Hungarians. 

And yet we will pay that price for Little Rock long after 
the precise events in Little Rock are recalled while not a year 
after the massacre in Budapest it is almost as though it just 
never happened. 

No one died in Little Rock. What happened was bad 
enough, but no one died in Little Rock. 

But there were 25,000, many of them children, who were 
slaughtered by Soviet tanks in Budapest, and 160,000 who 
were compelled to leave their homes, and 10,000,000 people 
who are even now held slaves—and yet, the word “slaves” 
in this letter was used in relation to us and not the Soviet 
Union. 

“Is President Eisenhower influenced by big capitalists such 
as General Motors, General Electric, or other interests?” 

For a little Vietnamese girl, she seems to know the names 
of the right American corporations. 

Yes, I suspect General Eisenhower is influenced by General 
Motors and General Electric. I suspect so was Harry Truman 
though he would probably be the last ever to admit such a 
possibility. It would be outrageous if corporations of such 
stature and consequence to the economy did not have an in- 
fluence on the American Government. 

But this is a loaded question. Do I believe that President 
Eisenhower is iefinanael by these companies at the expense 
of the community at large? No, I do not believe so. And I 
do not know many people, except in the heat of political 
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debate, who believe so. Once every four years we say so. 

It is on a much lower level of government that the in- 
fluence of the large concentrations of economic and political 
power are more apt to be felt—and these are as likely to be 
farm leaders or veterans organizations or labor leaders or 
religious leaders as corporation executives. That is what 
democracy is—for good and evil. 

“What do Americans think about the Russian man-made 
moon and 150 atomic submarines? I think that’s a big mor- 
tification for American Government.” 

My little Vietnamese Miss, it is a big mortification for the 
American Government, but what is even more mortifying is 
your reaction to those 150 Soviet atomic submarines. If they 
were owned by the United States, they would be called war- 
like and our possession of such weapons would be a stick 
that would be used to beat us. So it doesn’t seem to matter 
who owns the submarines, we are still wrong. 

“Do you agree with me that Americans do not have man- 
made moon because American spies could not work in Rus- 
sia? (Russians control their country very rigidly.)” 

With great skill the Iron Curtain is, by this question, made 
virtuous. I suspect that if we had a little larger access to 
Soviet information, we would know more. We might even 
have known a little more about how to place a ball in space 
sooner. But I believe the main reason we didn’t place a moon 
in space first is because we didn’t have the good sense to do so. 
And it required no information from the Soviet Union that 
we did not have several years ago. Even now the question is 
whether there will be enough energy and enough decision 
on our part to result in our placing a missile on the moon 
before the Soviet Union does, because one ofthe two is going 
to be first before the year 1958 is over—and neither requires 
information in the possession of the other in order to accom- 
plish that undertaking. 

The final question: 

“How can Hollywood make James Dean more popular than 
President Eisenhower im Viet Nam?” 

Here is really—she didn’t quite realize it—the most genu- 
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ine tribute that can be paid to a democratic society. Only in 
a democratic society can a James Dean become more popular 
in Viet Nam or in the United States than President Eisen- 
hower. It couldn’t happen in the Soviet Union. In a free 
community with a free market of goods and ideas an editor 
of a great newspaper is permitted to compound confusion by 
an act of personal judgment such as was involved in placing 
this letter on the front page of the Washington Post. That 
cannot happen in Pravda. 

In a free country, James Dean can be the embarrassment of 
the United States, and he is equally embarrassing, only, of 
course, to those who are embarrassed, whether it is in the 
United States or Viet Nam. We have no apparatus by which 
we can either glamorize or merchandise our President, our 
Congressmen, our scholars, scientists or our ideas. There is 
an apparatus to glamorize merchandise. And James Dean is 
merchandise. That is all he is. He is a product to be sold, and 
we are masters at merchandising the wrong facets of our freely 
purchased manner of living. 

She concludes, “If America is really a democratic country, 
I am sure that your government will let you answer all of my 
questions.” 

Well, I hope Mr. Friendly got the permission of the Govern- 
ment to print the girl’s letter; and I will seek, if it is needed, 
permission from my Government to have given these answers. 

I have obviously not addressed the little girl from Viet Nam. 
I don't know who she is, but I suspect that whoever wrote 
that letter is as clever as he is effective. 

I am addressing myself to the American people, and es- 
pecially to a group of American people who have great 
capacities, and responsibilities—American businessmen. This 
is part of the challenge, the new and difficult challenge which 
confronts us. Our investments and our conduct in relation to 
these investments, our posture and our actions, and every- 
thing else we as individuals as well as a nation do are now 
part of a drama that is played on an incredibly large-sized 
stage. And the audience is the world, the listening or listless, 
informed or confused, friendly, envious, eager, hungry, as- 
piring or captive world. 
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nation is in trouble—bad economic trouble. I don’t 

suppose that any of us here in Washington can tell 
you anything you don’t know already about unemployment 
in your home town. But unemployment is not an isolated 
phenomenon—pecular to your home town. 

This is a contagious disease. I say that flatly and without 
equivocation. I say it without partisanship, without rancor 
and I don’t consider that I am a prophet of doom and gloom. 

I say unemployment is now a contagious disease because 
we have reached the point—the danger point—where un- 
employment is now feeding upon itself. 

The time has come to put a halt to it. In fact, we must do 
more now just because we've done nothing up to now. 

I wish that I could speak to you in the same tone of calm 
confidence that has been used in discussing this situation 
by many of our elected officials. I wish I could say confidently 
to you that the statistics, the facts, the figures that you will 
hear during this conference do not merit alarm. I wish I 
could say to you, “Let’s do nothing for awhile and maybe this 
bad dream will vanish.” 


Yu MEN AND WOMEN are here today because our 


I can’t in all honesty do that. I can’t because I don’t view— 
and the trade union movement will never view—the problem 
of millions of job-hungry people in terms of just statistics and 
percentages. 

We are going to be talking about people at this conference 
—about men looking for jobs, about wives who daily face 
the task of feeding and clothing the family on a meager 
budget. 

You are here today because it is high time that people in 
high places in Washington learned what unemployment means 
in human terms; learned to think of this problem—the No. 1 
problem in the United States today—in terms of men and 
women, not just in terms of cold figures. 

You're here to tell the Congressmen and the Senators— 
elected by the people of your area—just exactly what's going 
on back at home; to tell them about the Jones family and the 
Smith family and the XYZ factory that closed down and 
about the corner grocery store that is on the economic rocks. 

You're here because it is high time this problem of un- 
employment was taken out of the political arena, was stripped 
of the fancy language of the economists, was translated into 
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terms that we all understand—the problems and sufferings of 
people. 

Suffering is an individual thing. None of us, I suppose, can 
really know how intensely some are suffering these days. But 
we can imagine; we can understand; we can react. 

As for me, I am tired of headlines that talk of millions of 
jobless men and women in terms of just plain statistics. You 
know, these aren't figures comparable to railroad car load- 
ings, or the price of hogs at the Chicago stockyards. 

These are men and women. Millions of them are our 
members. 

We have a right to be concerned; we have a right to be 
alarmed; we have a right to demand action now. 

And as Americans we have a right to expect to get action. 

Let me make one thing clear. There are a lot of people who 
carry some responsibility for today’s economic crisis. 

The Administration is to blame for short-sightedness, for 
its basic lack of confidence in the American people while 
it preaches confidence. The Administration is to blame be- 
cause it has done too little until it’s almost too late, because 
it has sought to hide the truth behind a face of political cheer- 
fulness. 

But the people on Capitol Hill must share the blame too. 
There is no excuse for the delay in the Congress. The Con- 
gress need not have waited for Administration leadership. It 
could—it should—have moved before this. 

I say that after having examined with care the proposal 
made last Thursday by all the Democrats in the Senate, with 
the sole exception of Senator Byrd, and by 18 of the Re- 
publican senators. 

That proposal contains much that is sound and sensible and 
necessary. But it is awfully late and it does not meet what I 
consider the first need—putting cash into the pockets of 
people so that they can spend it without delay. 

I say that there is blame on both sides after having exam- 
ined with equal care the proposals of eight Republican 
senators, which indeed go further in some areas than the 
proposal of Senator Johnson and also go further in some 
areas than the Administration’s proposals. 

But this proposition again fails to meet today’s basic need 
—to put money into the pockets of all workers, as I shall 
outline in detail in a few minutes. 

Do not be misled by the political soothsayers and spell- 
binders from either side. The Democrats know they can make 
political capital out of talking about the recession and doing 
little about it. The Republicans hope to protect themselves by 
hiding the fact that, during a Republican Administration, 
the economy has become dangerously sick. 

This is not the time to indulge ourselves in partisan name- 
calling or partisan blame-tossing. Now is the time for all of 
us—no matter what our political preferences—to close ranks 
and to get something done. 

That means abandonment of some of the Administration's 
favorite and now thoroughly disproven theories of economics. 
That means that for the good of the country, the Democrats are 
going to have to put political capital to one side and do some- 
thing. 

We propose here to outline what that “something” should 


But first, let’s take a hard, factual look at where we stand. 

The current unemployment figures have not, as yet, been 
issued. I am told they will be released in an hour or so. 

I predict, however, that they will be so close to 5,250,000 
jobless that there won't be any necessity of correcting the 
record. 

That’s an increase of three-quarters of a million in a 
month. | 


365 


Five and a quarter million. That's more than twice as many 
people as there are in the entire city of Philadelphia. That's 
more than all the people in the states of Wyoming, Vermont, 
Utah, South Dakota, Rhode Island, North Dakota, New 
Mexico, New Hampshire and Nevada altogether. 

That's not all. 

In February, more than three million people were working 
part-time—three and four-day work weeks—through no fault 
of their own. If you add up their lost time and divide it by 
a five-day week, you'd add another 1.3 million to the number 
of people who are totally unemployed—or six and a half 
million wage earners who are no longer contributing their 
purchasing power to keeping the economy going. 

Now I know all about the economic cushions that were 
built into our economic structure during the years when 
Congress was socially conscious and was passing social welfare 
legislation. Many of us here in this room fought vigorously for 
the adoption of unemployment insurance, for example, and 
we fought vigorously for years for improvement. Unfortu- 
nately, our fight hasn’t been successful. If it had been, we 
wouldn't be in the spot we are in today. 

I'll have more to say on the subject of unemployment in- 
surance in a few minutes. Now let me get on with the picture 
of where we stand economically in this nation today. Here are 
some more statistics which, though I dislike using them, do 
present the figure. 

More than 25 percent of our industrial capacity is idle, 
In some industries, like steel, our output is at only 50 percent 
of capacity. Factory working hours in January were the lowest 
for that month since 1951. Freight car loadings are 25 percent 
less than they were a year ago. Exports are 25 percent below 
March of 1957. 

Let me see if I can’t bring one of these statistics to life. Do 
you know what the cut in steel production means? It means 
that during the last month we /ost more steel production than 
the average monthly output of the Soviet Union. 

How can we keep superiority in production and materiel 
if we allow this condition to continue? 

And one last, but vitally important, set of statistics: In Feb- 
ruary, 170 thousand workers exhausted their unemployment 
insurance benefits. Imagine that. More than 40 thousand 
workers every week during the month of February ran through 
all of the unemployment compensation benefits to which they 
were entitled. 

As of mid-February, seven and a half percent of those 
eligible to receive unemployment compensation were receiving 
benefits. That’s the highest figure on record. 

Now these are the facts. There’s no sense in trying to gloss 
them over. There’s no sense in trying to pretend they don’t 
exist. There is no sense in doing anything else but facing up 
to the grim realities of the situation—and then doing some- 
thing about it. 

Now, how did we get into this fix? 

Well, I think it dates back to 1954, when the Congress of 
the United States heeded the wishes of big business and 
ignored the pleas of the trade union movement. The key was 
the economic policy which encouraged and subsidized a busi- 
ness investment boom while discouraging consumer buying 
power. As a result, we created a tremendous ability to produce, 
but we paid no attention to the nation’s ability to consume. 

The trade union movement warned then—and I get no 
satisfaction out of saying “I told you so” but facts are facts— 
we warned then that the 1954 tax law was geared to special 
tax privileges to encourage business investment. We warned 
then that ignoring the needs for increasing consumer pur- 
chasing power was bound to put this nation in economic hot 
water. 
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For three years our warnings must have sounded hollow, 
for business continued to boom. But by early 1957 the 
economy was weakening. The business investment boom had 
lost its steam; the consumer markets showed no new strength. 

Despite some clear warning signals, the government last 
summer took two decisive and fatal actions. The Federal Re- 
serve Board further tightened up on money. The Adminis- 
tration, in a budget-cutting mood that was aided and abetted 
by men from both parties on Capitol Hill, slashed defense 
contracts. 

Last August, the AFL-CIO warned that we were in for real 
trouble. 

In Washington, people laughed. 

Last September, one month later, the economy began slip- 
ping. 

It hasn't stopped. 

Now the question for us here today—the question for all 
America—is crystal clear; what can be done about it? 

The AFL-CIO says we can do plenty. We say that the time 
for waiting and whistling and hoping is past. The time for 
bold, decisive actions by the federal government is here. 

Probably the most important single weapon through which 
the federal government can fight recession is by a cut in taxes 
which will immediately pump new purchasing power into 
the economy. This can be done, simply and with an immediate 
effect by increasing the individual basic exemption from $600 
to $700. In fact, it may even be necessary to go higher than 
$700. 

In these days of withholding taxes that would mean an 
immediate increase in purchasing power in the pay envelope 
of every single American worker. 

Let's examine, first of all, the justice and the basic common 
sense of cutting taxes at this time. At this very minute, five 
and a quarter million wage earners aren't paying a cent in 
taxes for the very simple reason that they haven't got a cent 
in income. By putting this new purchasing power into the 
economy and putting people back to work, we would be 
creating taxable income—a fact which the conservative econo- 
mists seem to forget. 

And why not increase the basic exemption? What is so 
sacred about the $600 figure. When the Congress established, 
in 1948, the basic individual exemption of $600, it was acting 
on the assumption and belief that $600 was the rock-bottom 
income per individual that was necessary for the most basic 
living essentials. As a matter of public policy, the govern- 
ment decided that it had no right to tax income below that 
level. 

That was 1948. The cost of living has risen so markedly 
since then that it takes more than $700 a year to buy what 
$600 bought in 1948. 

And what would this increased exemption mean? Well, 
it would mean that the family of four, with an income of 
$3,100 or less a year would pay no taxes. Well, isn’t that 
fair, since the Department of Labor figures, brought up to 
date, say that a family of four needs an income of $4472 a 
year just to maintain a minimum decent standard of living? 

We can also, and we should, eliminate or reduce some of 
the federal excise taxes on consumer goods and thus stimulate 
purchasing through lower prices. 

And if anyone on Capitol Hill says to you that the govern- 
ment can't afford a reduction in its income, just remind them 
that the most important thing is to put people back to work. 

If this takes a deficit, let there be a deficit. 

It is better to have a deficit this year and prosperity next, 
than to have a balanced budget this year and even more unem- 
ployment next year. 

In No. 2 spot on the list of “must” legislation, I believe 
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we should place the so-called Kennedy-McCarthy bill—the 
measure introduced in the United States Senate by Senator 
John Kennedy of Massachusetts, and in the House of Repre- 
sentatives by Congressman Eugene McCarthy of Minnesota. 

This is the measure designed to establish some realistic and 
sensible federal standards for unemployment compensation. 

I don’t have to tell those of you here, who have fought in 
your State Legislatures year after discouraging year for realis- 
tic improvements in unemployment compensation, for the 
need for improving the unemployment insurance laws of 
your home state. 

In good years, the legislators said there was no sense in im- 
proving unemployment insurance when you didn’t have un- 
employment. In bad years, they said they couldn’t afford to 
improve unemployment insurance. And in routine years, they 
said: “Let's not rock the boat.” 

Well, the time has come to end this kind of nonsense. The 
time has come to show that we mean it when we say that the 
family of a man who is unemployed through no fault of his 
own must—and of right should—live in some sort of decency. 

Every year since February, 1954, President Eisenhower and 
Secretary Mitchell have recommended to the several states that 
they establish standards to provide that workers unemployed 
through no fault of their own would get benefits equal to at 
least half of their lost wages. 

Not a single state in the forty-eight has come anywhere near 
that standard. 

The reason is rather obvious. If the Secretary will pardon 
my candor, I think I should tell him that the Legislatures of 
the several states have far less regard for the urging of the 
President of the United States and of the Secretary of Labor 
than they have for the political power of the business interests 
of their states. 

Well, the Kennedy-McCarthy bill would right the wrong 
created by the short-sighted business men whose voices have 
been heeded in these Legislatures. It would improve unem- 
ployment compensation benefits immediately by raising the 
federal standards; by forcing the states to do what they should 
have done as a matter of common justice and economic sense. 

And that’s another measure which would immediately put 
more purchasing power into the market place. It would give 
today’s jobless worker some money to spend for the bare 
necessities of life. 

The Kennedy-McCarthy bill meets the immediate needs of 
the unemployed and at the same time makes the essential 
repairs to our unemployment irisurance system which must 
be made if that system is to play its part in preventing down- 
ward slides in our economy. It would restore the Federal Gov- 
ernment to full partnership with the States. 

We believe that if the Federal Government is to pay the 
‘pill, the Federal Government should have some say as to the 
adequacy of the benefits paid to the unemployed, and as to 
the conditions on which benefits are paid. 

In contrast, the proposals put forward by the Administration 
this past week-end would leave untouched the basic inequities 
that have, over the years, crept into the State programs. Never- 
theless, it is encouraging to note that now the Administration 
has recognized the need for action, and even more significantly, 
recognized that the action should be at the Federal level! 

But certainly this Administration proposal, as outlined in 
the President's letter to the leaders of the House and Senate, 
can’t be accepted as a substitute for what must be done to 
make unemployment insurance meaningful in the future, nor 
can it be accepted as a substitute for what should and must 
be done today to meet the real problems posed by this re- 
cession. 
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In third place on the legislative list, I would put increases 
in defense spending. 

I can't for the life of me see any common sense to the 
contention that a balanced budget is more important than 
defense spending at this moment in history when international 
tensions are dangerously high, and when the Soviet Union is 
demonstrating, through its satellite program, a superiority 
over the United States in the ballistics field. 

Budget-balancing and penny-pinching are not the answer. 
We can’t protect ourselves against Communist aggression 
with cash registers or balance sheets. 

We need guided missiles and manned aircraft; we need 
armaments and aircraft carriers; we need a trained, expert, 
well-manned and well-paid military establishment; we need 
to adopt a military posture consistent with our abilities, not 
with our fears. 

All of this costs money. All of it, however, costs far less 
than total war. And what’s the use of having a balanced 
budget if we lose to the Communists? 

Now, it is a matter of simple arithmetic, that if we spend 
the money we need for national defense and thus create more 
jobs, more spending, new wealth, we are at exactly the same 
moment creating new income which can be taxed in a fair 
manner and with true adherence to the theory of ability to 
pay. 
In other words, we can have both adequate defense and we 
can have a prosperous nation. They are not mutually exclusive. 
As a matter of fact, they go hand in hand. 

Next—and I put it in this order for a very realistic reason 
—is the whole subject of public works. 

Public works are vital to overcoming this recession. 

But as all of you who have had experience with the legis- 
lative process know, it takes time in a democracy to pass a 
law, to get the appropriation, and to translate the authoriza- 
tion into a program which puts men and women to work. 

The other measures I outlined can give our economy the 
economic blood transfusion it needs with far more speed. But 
public works can give the economy the sustained strength that 
it needs. 

Now I'm not talking about leaf-raking projects. I don’t 
think America wants any more “make-work” projects. 

I'm talking about the things that we need; the things that 
we've needed for a long time; the things that must be built 
in America by the federal government some time or other. 
I say the time is now. We can have the things we need, and 
we can help move off this crisis spot, by enacting the legislation 
without delay. 

What things? Well, homes, for example, and schools, and 
roads, and hospitals, and airports. 

No honest person can contend that America needs no new 
housing. You don’t need statistics to prove that—as a matter 
of fact you can see it with your own eyes. If the Congress needs 
any expert witnesses on the subject, I suggest they invite the 
mayors to come and testify. The mayors know the problem of 
their towns, the problems of slums and of delayed urban re- 
development. 

What do we need in the way of new housing? Well, the 
answer is two million more homes a year—for a long, long 
time. Do you know that the most recent census survey shows 
that in December, 1956, 13 million families were living in sub- 
standard homes. Thirteen million families—and the survey 
notes that there has been virtually no change in these figures 
since 1950. 

And building homes would mean jobs for building trades- 
men, jobs for everyone in the construction supply industry. 
Jobs for those thousands of workers would mean new spend- 
ing and new spending would mean new jobs for other work- 
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ers, and on and on and on. 

For you see, prosperity, like unemployment, is contagious. 
It feeds. on itself. Every new worker drawing a paycheck 
means new spending. And all that spending adds up to good 
news for the American economy. 

No one can contend that America doesn’t need schools. We 
are short thousands and thousands of classrooms. Many of 
the children of our members today go to school in buildings 
which are little more than converted chicken coops; in build- 
ings which are old and neglected and are dangerous and are 
fire traps. Thousands of children go to school on split shifts 
these days. And then people wonder why we don't have the 
scientists, and the engineers and the technicians to match the 
Soviet Union. 

Let me give you a few of the school statistics. At this 
moment, the most conservative estimate is that we need 
140,400 more classrooms just to catch up. 

In the last five years, public school enrollment rose five 
million. In the next five years, it will rise six million more. 
Incidentally, that’s not just guesswork. That's counting the 
children that are already born and that will be going to school 
in the next five years. 

Just to meet this growth, we will need 45,000 new class- 
rooms every year—or 225 thousand more in the five-year 
period. Every year, thousands of classrooms become obsolete 
or must be replaced because of destruction by fire or flood. 
So in the next five years, we must build a total of 502,900 
classrooms. Now that too is just plain arithmetic. There’s no 
crystal-ball gazing here. 

Let me translate those statistics for you, too. 

If we were to build all the classrooms we need to meet the 
shortage as one-story buildings, 50 feet wide, they would 
stretch from New York City to San Francisco. 

The fact is that these classrooms cannot be built without 
federal aid. This year, the states and the political subdivisions, 
which are making an heroic effort to keep up with this need, 
are spending 12 billion dollars on education. 

I consider that’s the soundest possible investment in the 
future of the United States. But the states and cities can’t 
do it all. They must have federal help if we are to get the 
classrooms we need. 

Everything I said about houses and schools goes just as 
well for roads. Look at the highway situation in this country 
today. Any one of you that drives a car knows the need for 
new highways. And, hospitals, too, as any of you who've had 
a sick relative or friend in a hospital in recent years knows. 

And how about improving the minimum wage to $1.25 
and extending it to the millions of workers who today are 
denied even the ridiculously low income of one dollar an 
hour? 

How about improving the social security law so that our 
senior citizens can spend their twilight years in decency and 
security? 

How about improving the lot of the chronically-distressed 
cities—and remember that figure is growing every day that 
this recession lasts. 

In other words—and this is what you should be saying to 
your Senators and Congressmen—how about doing something 
now to pull America out of this slump? 

That's the situation. That’s the program of the AFL-CIO, 
designed to end this recession. That's what you're going to be 
talking about when you go up on Capitol Hill tomorrow and 
Thursday. 

Now, of course, legislation is not the whole answer to 
this problem. 

Some of the answer lies at the collective bargaining table. 
Some of it can be achieved by higher wages which actually 
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mean more purchasing power for the consumer. 

Some of it can be achieved if business will reverse its 
pricing policy and realize that it can make greater profits in 
the long run by lowering prices on individual items, by making 
a smaller profit per item and thus having a larger volume of 
sales. 

When you go into collective bargaining with your em- 
ployers, don’t let anyone tell you this is the time to hold the 
line on wages, as Herbert Hoover did the other night. 

Maybe Mr. Hoover hasn't learned it yet, but we've sure 
learned that higher wages mean greater purchases. The higher 
the purchasing power, the greater the sales; and the greater 
the sales, the greater the production; and the greater the 
production, the greater the employment; and the greater the 
employment, the greater the prosperity—not only for us but 
for the farmer, and for the business man, and for the pro- 
fessional man, and for every single segment of our society. 

But what we're trying to do here—the reason for your 
presence in Washington—is to deal with the legislative aspects 
of this situation. And as you go up on Capitol Hill, let me 
remind you of two things. 

First of all, some of you may be told up on the Hill that 
these proposals are radical, that they create a whole new 
concept of federal government intervention in the economic 
life of this nation. 

Well, to begin with, they aren’t radical. But more im- 
portant, we have on the statute books of this nation—and we 
have had for a dozen years now—a law called the Employment 
Act, of 1946. That law makes it mandatory that the President 
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of the United States report on the economic situation to the 
Congress annually and that, as a matter of public policy, this 
Government intervene at any time when it becomes necessary 
to maintain full employment in our land. 

What we now propose is that the Administration and the 
Congress do their duty. 

And secondly, I want to caution you about maintaining a 
sense of urgency and not being misled by optimistic prophecies 
that when the unemployment figures are reported a month 
from now things are going to be a lot better. 

As a building tradesman, I know what happens in the 
period between February and March every year—the period 
when the winter weather breaks. That’s when building trades- 
men go back to work. 

Unless unemployment drops by at least 200 thousand in 
that period, then we have not hit the bottom of the recession. 

I don’t care who says differently. I don’t care from what 
high source these statements come. Our troubles will not have 
diminished unless unemployment is down by at least 200 
thousand by a month from today. 

Nothing that I can find in the present picture, and nothing 
that the economists and research people on our staff can find, 
leads me to believe that things are going to grow any better— 
unless, and this is important, unless the Congress heeds our 
plea, awakens to its responsibilities, thinks of this recession 
in terms of people and not statistics, and acts. 

We must put America back to work. 

That's the answer to this recession. That's the only possible 
answer to the economic crisis which faces this nation today. 


Labor Looks at the Economy 
Today and Tomorrow 


GREATER PROGRESS LIES AHEAD FOR ALL 


By DAVID J. McDONALD, President, United Steelworkers of America 
Delwered before the Economic Club of New York, New York City, March 3, 1958 


gracious invitation to speak here this evening is 

accompanied by an equally keen awareness of the ob- 
ligation it imposes upon me to speak frankly and forthrightly 
on the crucial issues that confront us. In dispatching this 
obligation, I will review in rather sketchy form the long-range 
prospects as I see them for America and then move from 
that broad canvas to a more specific outline of the present 
year and the present problems. 

In my own reading of American history, I have been im- 
pressed by the consistent recurrence of three major themes 
in our national life. They are, if you will, the major premises 
upon which we Americans build both our views and our 
conclusions on what constitutes the good life. These three 
notions are, respectively: a faith in God, a faith in the dignity 
of every human being and a faith in progress. Generally 
speaking, we have taken the notion of progress to mean very 
largely advances in our economic welfare. I see nothing in 
the long-range future to shatter my confidence in the belief 
that greater progress lies ahead for all of us. Like most of 
my fellow Americans, I am less intrigued by the past im- 
perfect than I am thoroughly confident in the future perfect. 

The reasons for my optimism are to be found in our people 
and in our products. Surely there is agreement that the most 
important raw material to the future of our republic is people, 
and we are now sure of three things regarding the American 


people: 
1. There will be more of them, with the Bureau of the 
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Census projecting a jump from today’s 163 million to as 
high as 192 million by 1965 up to a whopping 208 
million by 1970; 

2. They will continue to leave the farm for city living and 

city employment; and 

3. They will follow Horace Greeley's injunction by moving 

westward. 

Putting it simply, we now recognize that the possible 
population increase by 1970 will be up to 38% over 1950 
or almost 2% a year. If the past is prologue, we know that 
these Americans will demand better education, better standards 
of living and better working conditions than ever before. 
Moreover, they will offer a market potential that literally 
staggers the imagination. Yet, there are certain facets about 
this population growth, drift and distribution that demand 
intense investigation and vigorous action. Are we giving to 
it the kind of inquiry and the kind of action that the future 
requires of us? I think not and I shall give my reasons for this 
observation in just a moment, 

Let me turn to the second aspect of the future which I 
called productivity. Actually, these people can live better than 
ever before in our history. More people mean greater po- 
gross national product can continue its remarkable upsurge. 
Is there not an important lesson to be learned from the fact 
that in 1935 when confidence in ourselves and our future was 
at a peril point, the gross national production was about 
$72 billion and once confidence was restored it rose to over 
$400 billion. Ten years from now—in 1968—it is possible 
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that our total production of goods and services can grow to 
over $650 billion in terms of 1957 prices compared with our 
$436 billion in 1957 and that the production of this country 
can reach a hard-to-imagine figure of $700 billion during the 
1970's. As with population, this potential for magnificent 
growth also poses a problem which demands hard-headed 
consideration. 

Let me turn now to the two problems inherent in our 
long-range future growth. Thus far, the two major elements 
in my story rest in the assertion that within a decade, more 
and more Americans will be living better and better than 
ever before in our history. More people mean greater po- 
tential markets and greater markets mean greater potential 
sales and more sales mean more production. 

Statistics of population trends show clearly increasing birth 
rates amd decreasing death rates. This suggests to me the 
need for our using every ounce of energy, imagination and 
production mow in order that future generations will not be 
handicapped by burdens that we could and should have 
assumed. I agree with Edmund Burke, the great English Con- 
servative Statesman, when he said that the political community 
is a “partnership between those who are living, those who 
are dead, and those who are to be born”. Putting it bluntly, 
every classroom unconstructed, every highway mile unlaid, 
every bridge unbuilt, every hospital need ignored—constitutes 
a breach of faith with the American people. And I state cate- 
gorically that there is mounting evidence of these breaches 
at the present time. 

The second problem involves the potential standard of 
living of our people a decade from now. How can we support 
a projected $650 billion product economy by 1968 without 
having general unemployment and under-utilization of our 
productive capacity? The only way to do it is to increase the 
level of sales to consumers by approximately $140 billion— 
roughly a 50% increase in total personal consumption by 
1968. 

If this is true, then we must recognize mow both the op- 
portunities and the urgent need for an immediate upward 
surge in the living standards of the masses of the American 
people. Again, I do not think that we are moving adequately 
and effectively in this direction. As a matter of fact, we have 
experienced, beginning in the latter part of 1955, a slow-down 
in consumer growth and you can assure an effective con- 
suming mass population only by providing for a stable mass 
working population enjoying good wages in a consistent 
fashion. Unemployment and under-employment eat at the 
very vitals of that which is essential to our future prosperity. 
And again I must assert solemnly that here some sectors of 
the American industrial leadership are derelict in their duties. 

In brief summary, therefore, I see our long-range prospects 
as potentially magnificent, potentially the greatest period of 
growth in world history—provided that we make effective and 
immediate use now of the existing resources and share fairly 
the fruits of our common productive efforts. 

Now let me turn to the immediate present and the im- 
mediate problems. It goes without saying that the prevailing 
climate of business activity in America is cause for concern to 
our bankers, to our industrialists, and to our political leaders. 
As President of the one and a quarter million United Steel- 
workers of America, I share this concern most deeply. The 
last six months have witnessed an interesting debate by 
economists and financial analysts, by government and business 
leaders over whether or not we are trapped in a depression or 
recession. I do not propose to dabble in the semantic issues 
of these debates. 

The plain fact is—while economists quibble and politicians 
promise, the pace of America’s mighty productive machinery 
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grinds in slow and agonizing tempo. Across the land reports 
of plant shut-downs and mass lay-offs grow daily in number. 
Already the staggering sum of nearly five million unemployed 
should convince even the most optimistic among us that 
the time for promises and prophecies is past—that the time 
for determined action is here and now. I am highly sensitive 
to unemployment figures and I cannot hide concern over the 
fact that unemployment rose by 1,100,000 in January which 
is the highest jobless figure for any month since 1950. 

Knowing the snow-ball effect of this kind of unemployment, 
I cannot sit idly by and agree that this is a reasonable, 
sensible, or equitable way to pay for so-called “rolling ad- 
justments” in the economy. Today over 45 per cent of the 
production capacity of the gigantic and basic steel industry 
of the United States stands idle. Blast furnaces, open hearths 
and rolling mills capable of turning out an additional 50 
million tons of steel ingots a year to meet our civilian and 
defense requirements, are now shut down. 

STEEL PRODUCTION, AT 54 PER CENT OF CAPACI- 
TY, AND FALLING DAY BY DAY, CRIES OUT ABOVE 
THE QUIBBLING AND THE PROPHECIES. 

Among steelworkers, men of basic steel, ferrous and non- 
ferrous metal mining, and metal fabricating—over 125,000 
sat unemployed, while more than 200,000 additional members 
of our union worked short-time. These figures are as of the 
turn of the year. Today they are significantly higher. 

The loss of purchasing power suffered by our membership 
alone, due to unemployment and the reduced work-week, had 
reached the alarming rate of about $850 million a year. 

Steel industry forecasters continue to express only a hope 
that production “may” rise sufficiently in the last part of 
1958 to achieve an average operating rate of about 75% 
of capacity for the year. But even if this goal is reached, the 
United States will have lost—and irretrievably—for the 
present and for the future about 35 million tons that could 
have been produced. This is in addition to the loss of 15 
million tons that we could have turned out in the last six 
months of 1957, but did not. 

During the past six months—as in 1949 and in 1954—our 
constantly rising capacity to produce has once more outrun 
the ability of 55 million American families to buy the goods 
our national economy is able to turn out. 

For two years our soaring investment in new plants and 
in more efficient equipment sparked the boom which ended 
last summer. In 1956, capital investment skyrocketed to a 
record $35 billion, more than $6 billion higher than the year 
before. In 1957, capital investment rose still higher, to $37 
billion. This tremendous expansion of production capacity 
created the possibility of an unprecedented growth in the 
output of goods of all sorts. 

Unfortunately, demands from all sources are lagging behind 
our rising ability to produce. In fact, in many important 
categories, 1957 sales were falling behind the levels of a year 
or even two years before. 

For example, in the first eleven months of 1957, the sale 
of new automobiles totalled 5 and one-half million, a shade 
less than the year before. During the same period in 1955, 
however, over 7 million new cars were sold. 

Last year, new housing starts fell to less than a million for 
the first time since 1948. In 1956, we started to build over 
1.1 million new dwelling units and more than 1.3 million 
during the year before. 

Shipments of major electrical appliances also lagged in 
1957—freezers were down 5% from the year before, re- 
frigerators down 912%, ranges down 14%. 

Furniture sales fell off about 10% last year. And freight 
carloadings ran about 15% below the preceding year. 
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Retail sales have shown a frightening downward trend in 
recent months. As more and more families find their income 
falling, and millions more become apprehensive about their 
jobs and debts (with consumer debt now at a record high) 
a lag in sales is not surprising. 

Meanwhile, manufacturing and trade inventories are near 
an all-time peak, higher now than at any time since 1940. 
As could be anticipated under these circumstances, incoming 
orders and the unfilled backlogs of many manufacturing con- 
cerns are now declining. 

During the business slump of 1949, rapidly rising federal, 
state and local expenditures and rising automobile sales helped 
cushion the decline and spark the recovery. During the 1954 
recession, booming home construction and rising consumer 
purchases did the same. But I cannot see comparable upward 
movements in any major area, on the basis of current produc- 
t10n forecasts. 

Housing starts now show no sign of rising appreciably 
above the level of 1957. Automobile production—-with over 
900,000 new 1958 models reported to be in dealers’ show- 
rooms and overflowing the lots—looks far from promising in 
1958. In fact, industry sources now predict lower sales than 
a year ago. 

Starting in mid-summer of 1957, exports fell off to a 20% 
decline by December. Conservative estimates predict that 
American exports will be off something like 10 per cent this 
year. That is a couple of billion dollars’ worth of business. 

Furthermore, in view of the fact that idle production 
Capacity is greater now than in the slumps of 1949 or 1954, 
businessmen are revising their plans for new plant and equip- 
ment downward. An over-all drop of at least $2 billion—or 
about 7%—is forecast for 1958. Outlays by manufacturers 


are already expected to fall 16%. If demand fails to rise very 
quickly, these totals may well be cut still more. At the same 


time, our capacity to produce with more efficient machines 
and with fewer employees will still be rising rapidly as ex- 
pansion plans for this year as well as for previous years are 
completed. 

Although total Governmental outlays will go up in 1958, 
there is no indication that the increase now planned will be 
sufficient to restore full employment and production in the 
months immediately ahead. 

This is, in truth, a sorry picture. And I have recounted 
these disturbing and distressing facts—no doubt familiar to 
all of you—not in the matter of a Jeremiah come to rend the 
air with lamentation. I speak rather as one who—close to 
the heart of this serious business slump—looks to government, 
business and labor to end this decline and spark a recovery 
through mutual shouldering of responsibility. 

Just as the time is past for promise and prophecy, so also 
has time run out for words. 

Instead of vainly waiting to see if the situation gets worse, 
in three months or in six—and facing the possibility of having 
to cope with a much more difficult problem later on—action 
must be taken now to reverse the downward trend. 

What can be done to spark recovery? As I see it, the health 
of our nation rests on three mutually related pillars—govern- 
ment, business and labor. In mentioning the role of the govern- 
ment first, | must emphasize the fact that priority in attention 
should not suggest that the total responsibility rests with the 
politicians. But it is evident that we cannot discount the role 
of the government in our economy. It has great power and 
great resources and it has learned much from the bitter 
lessons of the depression and the vexing problems of war-time 
economy. Through the Federal Reserve Board, it can influence 
directly the amount of money in circulation and indirectly 
the availability of that money to certain segments of the 
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economy. Through its tax policies, it can and does significantly 
affect business decisions regarding expansion and individual 
decisions regarding purchases. Its tremendous role as a con- 
sumer of heavy equipment in a cold-war economy gives it 
a decisive impact on our production. But more than that— 
we now realize that no civilized country will revert to the 
days of heartless governmental “Hands off”. We recognize 
clearly the government's role in actively fostering the common 
good. 

What, then, can the government do? It can and should do 
more to raise the living standards of our American families, 
particularly the neediest. Even in prosperous 1956, 29% 
of all families had incomes of under $3,000. before taxes, 
according to the Federal Reserve Board. 

Furthermore, 53% of our families had less than $500. in 
cash reserves to meet emergencies; 23% had none at all. Surely 
there is neither moral nor economic justification for unused 
capital when so many American families are still in need of 
so much. 

Surely there is no moral or economic reason for denying 
the protection intended by the Fair Labor Standard Laws to 
countless millions of fellow Americans who still work for 
less than $1. per hour. 

There is no justification for the present Social Security 
rates at a time when the aged and indigent, who constitute a 
growing percentage of our population, are in greatest need. 
Can one argue that the present Social Security System which 
provides only $24.50 weekly for a married couple is adequate 
in this day and age? Instead of cautiously moving plans out 
of dusty files for study, the administration might courageously 
move to implement these plans effectively and imaginatively. 

Nor can I remain unconcerned about the housing needs of 
millions of Americans with modest incomes. Responsible 
public groups report that a national housing growth of 2 
million new units a year is now required if the dream of an 
adequate home for every American family is to be ultimately 
fulfilled. This urgent problem awaits effective administrative 
leadership. 

In the December issue of Fortune Magazine we read that— 
“Today some 17 million Americans live in dwellings that 
are beyond rehabilitation—decayed, dirty, rat-infested, without 
decent heat or light or plumbing. The problem affects all our 
metropolitan cities . . . but it is most severe in the biggest, 
richest and most industrialized. The number of people crowded 
into slums is growing faster than the cities as a whole.” Are 
we going to fasten this blight irrevocably on the present 
generation and pass on our own dereliction to future Ameri- 
cans?” The time for action is the present—particularly when 
idle plants and manpower are available. 

Action is needed in the field of workmen’s compensation 
for injuries and for death. In view of the fact that three out 
of four of our families have inadequate cash reserves for 
emergencies, it is clear that something must be done for 
help. It is utter nonsense to assert that three out of every 
four American families are shiftless, irresponsible and careless 
in the handling of their resources. It is a public responsibility 
that must be met in part at least by public resources. 

I have said little about our defenses, little about foreign 
aid, little about highway and school construction, but these 
occupy urgent position in our scale of values and cry out for 
strong, courageous and IMMEDIATE ACTION. This Ad- 
ministration MUST NOT MAKE THE MISTAKE OF 1930, 
1931 and 1932 IN DELAYING TOO LONG THE FORCE- 
FUL ACTION NEEDED TO CURTAIL THE GROWING 
SPEED AND GRAVITY OF THE CURRENT DECLINE. 

The second pillar on which our economy rests is industry. 
I think that the lesson of the "30's will not be forgotten: . . . 
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that if industry asserts no signs of statesmanship in times 
of need, then the government must step into the breach. 

But there is much to be done and I would be less than 
honest not to confess my disappointments. I am disturbed 
and disheartened by the deliberate attempt to mislead the 
American people by tying every wage increase with a price 
increase by industry—price increases that substantially outrun 
the cost of wages to the industry. I am disturbed and dis- 
heartened by the insinuation that labor has demanded and 
is getting wage increases that have outrun productivity. 
Please note that in the basic steel industry, productivity—the 
real output rise per man hour—has actually gone up faster 
than the real wage gains of the worker. Between 1939 and 
1957, real hourly straight-time wages went up 53%. On 
the other hand, steel productivity rose 71%. 

Through administered prices, the steel industry has provided 
a Classic example of the way to make inflation inevitable. 
Although steel prices had already been raised $13.50 a ton in 
less than one year, they were hiked $6 more only last July. 
Actually, prices could have been cut by $6 and profits still 
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would have compared favorably with profits earned by the 
industry in most prior years. 

Is it not strange that in 1957, despite drastically reduced 
production, steel profits were higher than ever before? What 
we need from industry today is a consciousness of present 
and future needs and a realization that these needs can 
best be met not by raising prices and cutting production but 
by cutting prices and increasing production. 

It cam and it ought to be done, for we are acutely aware 
that new and efficient processes in the steel-making industry, 
both now and in the future, will cause the production rate 
per man-hour to soar immeasurably. 

Finally, we of labor recognize our responsibility to the 
worker and to the nation at large. We ask no preferential 
treatment. There will be no fighting of technological change; 
there will be no reversal to pathetic attempts to halt the 
march of technology. There will be no pressures to frustrate 
sensible automation. Instead, we pledge a reliable labor force 
of 67 millions of men and women dedicated to a common 
effort to produce more in order that we all may live better. 


When People Profit 


WHAT ACTUALLY DOES HAPPEN TO THE PROFITS OF A CORPORATION 
By ROGER M. BLOUGH, Chairman of the Board, United States Steel Corporation, New York, New York 
Delivered before the Automotive Manufacturers Association, Detroit, Michigan, January 31, 1958 


to me—a stimulating one to visit. No city that I know 

of possesses more industrial ingenuity to the square 
mile; and certainly none exerts a greater influence today 
upon the general economic well-being of our nation. 

When things are humming here, the business outlook 
everywhere seems rosy. And when your assembly lines slow 
down, a lot of people head for the cyclone cellar while they 
wait for you to redesign your cars—and all of their com- 
ponent parts from bumper to exhaust pipe—in the confident 
expectation that, ultimately, you will come up with a model 
that no red-blooded American, in his right mind, can live 
in contentment without. 

So it seems to me that you have become, to the world of 
American industry, what Paris has long been to the world of 
fashion—a modern mecca of design and styling. But as I 
look each year at the dazzling parade of new models that 
beckon so enticingly from the dealers’ show windows, there 
is just one little thing that puzzles me: 

As far as I can discover from a diligent search of art, 
literature, and history, there has been no perceptible change 
in the design of Woman since the original Model T version 
was first introduced in the Garden of Eden. And I can’t help 
wondering how it happens that she has managed to enjoy 
such enduring popularity, down through the ages, when she 
doesn’t even have fins! 

It may be, of course, that the Great Designer missed a bet 
there. Or, alternatively, it is just barely possible that Detroit 
has missed a bet; and that the problem of designing the com- 
pletely irresistible car will not be solved until you turn out 
a model whose pertinent dimensions—and dynamic symmetry 
—duplicate the perfect 36. But perplexing as this problem 
may be, I am reasonably confident of your ability to cope with 
it successfully. 

So as I say, this Detroit of yours is an interesting place 
indeed—or so I thought when, more than a year ago, I made 
this date to be with you tonight. Now unless I miss my 
guess, it is going to become considerably more than interesting 
in the months immediately ahead. For as nearly as I can 
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make out, it is the focal point upon which three vigorously- 
waged propaganda campaigns are converging at a 1958 crash 
pace. 

Averting a serious smashup is going to take some pretty 
fast footwork with the brakes and some mighty sharp 
maneuvering with the steering wheel—mostly, I would say, 
on the part of those who are responsible for driving these 
propaganda machines. 

Now if you didn’t know you were in the midst of these 
several campaigns, perhaps I should do what no speaker can 
safely do and invite you to depart quietly at this point in the 
interest of your own peace of mind; for this discussion of mine 
is not going to make you feel any more comfortable. 

But if you persist in remaining, let me direct your at- 
tention forthwith to Campaign Number One. 

It is motivated by Iron Curtain sources who have openly 
and boldly stated that their objective is to take over you 
fellows, lock, stock and barrel. As a means to this end, their 
immediate purpose is to destroy America’s faith in your ac- 
complishments and in the achievements of your employees 
and associates. This, in turn, should serve to destroy America’s 
faith in itself and in its own way of life. And in any struggle 
for survival a nation without faith is as helpless as a nation 
without kilowatts. 

Here then is a coldly calculated campaign of conquest. We 
hear it said that America no longer has a monopoly on 
scientific and industrial achievement; and we are expected 
to forget that neither America nor any other nation in the 
world ever did have such a monopoly. We are told that 
Russia has scored a great scientific advance in the develop- 


. ment of missiles. And that is true. We are reminded that 


Russia has a communistic government, which is also true. 
And we are supposed to conclude that only by aping Russia’s 
political system can we equal her scientific prowess. Which, 
when you stop to think about it, is a pretty silly mon sequitur, 
if I ever heard one. 

Tossing bouquets at their own communistic system and 
brickbats at ours with reference to missiles and what-have-you 
is undoubtedly effective enough fodder abroad for the propa- 
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ganda mills—as if the sweat and grime of an intelligent 
people when concentrated on military objectives at the expense 
of decent living could not be made to show results under 
any system. 

So, with due deference to the need of alerting ourselves to 
the dangers of coryplacency and to the dangers of alien mili- 
tary progress, lets keep our feet on the ground and the 
freedoms which made us a great nation unimpaired. 

And to those who are now engaging in this great campaign 
of propaganda—and to those who unwittingly may be aiding 
it—I would like to offer a very simply and perceptive little 
statement that was recently made by a foreign observer—the 
Secretary-General of NATO, who said: 

“It is harder to provide all members of the community 
with a roof, shoes and meat than to launch an artificial 
satellite.” And that roof, shoes and meat job America has 
done fairly well. 

Which leads me logically to the second of these three 
campaigns. This one is in the domestic field and you fellows— 
along with some of the rest of us—are up to your elbows in 
it; for it concerns the problem of how to make ends meet, 
how to provide jobs with a good living wage, and how to live 
within our means as a nation and still do all that is required 
of us. 

These problems themselves, of course, are perennial; but 
they become more acute in times like these when business 
activity is lowered, and when lamentable layoffs are causing 
economic loss not Only to the employees affected but also 
to the nation as a whole. 

Such periods call for faith, sound judgment and wise action 
—some of which have already been taken. But they also call 
forth an army of amateur economists who are motivated by 
an infinite variety of personal interests and who are armed 
with a mimeograph-full of doubtful devices and panaceas. 

Not the least of these, of course, is the oft-tried-and-found- 
wanting scheme of increasing purchasing power by merely 
increasing wage costs; and the fact that the present slump in 
business activity began at a time when consumer purchasing 
power had reached the highest levels in history does not 
dampen, for a moment, the ardor with which the proponents 
of this quaint theory are urging their formula upon you. 

Pleasantly packaged, however, this elixir is as potable as 
the old-time medicine man’s mixture of syrup, alcohol, and 
water—and just about as effective, too! 

Taken in immoderate doses, it convinces the imbiber that 
the best cure for the resultant hangover is a few more shots 
of the hair-of-the-inflationary-dog-that-bit-you. 

But when the housewife rises in revolt as she sees the 
family income being dissipated—and when she correctly 
concludes that exorbitant wage increases are a major cause 
of the rising prices that plague her—the amateur medicine 
men are forced to take refuge in their favorite nostrum—Old 
Medicine-Man’s Special—which is positively guaranteed to 
produce skyrocketing wages with no increase whatever in 
prices. This is accomplished, of course, by inducing profit 
exhaustion throughout the business system. 

And the sales pitch for this nostrum constitutes the third 
of the three great propaganda campaigns that are now con- 
verging headlong upon your city . . . although “converging” 
may not be precisely the right word in this case, since the 
campaign itself was resoundingly launched right here in 
Detroit last week, and is therefore already upon you. 

Now this campaign is the old, familiar profit squeeze decked 
out in a new bib and tucker. With a fine regard for the 
niceties of semantics, its proponents talk of profit “sharing” 
rather than of involuntary profit “squeezing”; but either way, 
their purpose is to “share” the life right out of employers’ 
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profits—the fellow who is supposed to provide the jobs. 

Nor are these enthusiastic “sharers” discouraged by the 
fact that profits have already been squeezed considerably. For 
seven successive years, corporate profits as a whole have been 
less than they were in 1950; and—as a percentage of the 
national income—they have shrunk by more than one-third 
during that interval. But the profit-squeezing propaganda has 
not. 

Come the sun in the morning or the moon at night, their 
propaganda moves into millions of homes by television, by 
radio, by the employee press, and by so-called “educational” 
movies produced and circulated by employee organizations. 
And by all of these means, the theme song of this great 
campaign is pounded home in simple terms: profits are 
excessive; profits cause inflation and breed recession; profits, 
in short, are the root of all evil; and only by forcing employers 
to put more of the profits in the pay envelopes of the em- 
ployees can the economic salvation of the nation be achieved. 

The most remarkable thing about this latest “share the 
wealth” campaign, of course, is that were it to succeed, its 
principal victims would be its intended beneficiaries—the 
employees of American business—the self-same employees, 
in fact, who are financing this propaganda out of their pay 
envelopes. Less remarkable, perhaps, is the fact that this 
campaign is being innocently supported by large numbers 
of well-meaning people who sincerely want the United States 
to prosper and to be strong; and who yet seem to think that 
somehow this can be brought about by eroding the one thing 
our economy must have to live on and to grow on: a working 

rofit! 

Gentlemen, I know that all of you are heavily burdened 
with the business affairs of your respective companies. But 
clearly the three campaigns that I have described are the 
business of all of us. We cannot afford to neglect them, nor 
to leave our nation prey to this destructive propaganda. And 
since time does not permit an adequate examination of all 
three at this meeting tonight, I propo’ that we spend our 
remaining few minutes with the profit squeezers. 

Why their siren song appeal to so many good, loyal, 
sincere, high-minded, and thoroughly patriotic Americans? 
Could it possibly be that we in business have failed to apprise 
our fellow Americans of the facts about profits, and what 
profits do for people? 

Well, I'm very much afraid that it could. It may be true 
that we have given people the impression that the primary 
concern of American business lies in reaping profits, as such 
—a pile of money as an end in itself. If so, I would like to 
make some contribution toward dispelling that misconception, 
because it just isn’t true ... either in your business or in ours. 

In our business, I know that the principal concern of the 
management of United States Steel is people—people who 
are customers, people who are employees, people who are 
pensioners, people who are share-owners, people who are 
suppliers . . . the publics of America and of the world who 
expect us to contribute to their material well-being by pro- 
viding ever-greater quantities and ever-better qualities of steel. 
And when each dollar of the profit we earn has been spent— 
as it always is—it has contributed in some important way to 
the welfare of all of these people. 

But obviously we haven't made that clear to our fellow 
citizens, because few of the profit detractors, I am sure, would 
consciously advocate a course which would fatally injure 
our nation’s economy. The mere fact that they didn’t mean to 
kill it, however, would be cold comfort after the deed was 
done. 

So let us try to put aside, tonight, all the emotional re- 
actions which the word “profit” inevitably evokes. Let us 
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mot seek to put the finger of blame upon anyone, or any 
group, for any of our economic ills. Rather let us use a little 
plain, old-fashioned, horse sense—as we out-of-towners are 
wont to call it. But since any mention of horses here in 
Detroit may be regarded as an infringement upon your hos- 
pitality, perhaps I'd better just call it “common sense.” 

But with that in mind, let’s start out by saying to our 
friends, the profit squeezers: “Look. We're all Americans. We 
all want what is best for our country. We all have our prob- 
lems; and because we see them from widely divergent view- 
points, they seem to be different problems. But they aren't. 
They are just different sides of the same problem. So in the 
light of simple reason let's seek out the facts together, and 
follow them, without prejudice, wherever they may lead us.” 

Now what are the facts about profits? In fact, what are 
profits? 

The dictionary says that a profit is the amount by which 
the receipts of a business exceed the expenses. In other words, 
it is what is left over in the cash register after all of the bills 
have been paid. And that, of course, is the popular, everyday 
concept of a profit. 

Most people, therefore, think of a profit as so much “gravy” 
—something that it is nice to have, but that really isn’t abso- 
lutely necessary. They know that if a business doesn’t take in 
enough money from its customers to pay its bills, it will soon 
go broke; so they understand that it has to charge enough for 
its products to meet its expenses. They will also agree—or 
at least most of them will—that a company is entitled to a 
profit, as a reward for the services it has performed; but 
still they look upon this as a kind of indulgence—or dessert— 
that could be dispensed with, should the national interest 
require, without fatal consequences to the company or to the 
national economy. 

Beyond that, they have widely varying opinions as to how 
much profit, if any, there should properly be. And if they ever 
stop to think at all about what happens to a profit, they 
usually picture it as something that goes into the “company’s 
pocket”"—as though a company were an actual person who 
might go out and squander these profits, for his actual en- 
joyment, on such luxuries as yachts or racing stables. 

But few people, I suspect, have any idea of what actually 
does happen to the profits of a corporation—what they are 
used for, where they go, and how they affect the well-being 
of people: of employees and share-owners, customers and 
suppliers, and all of the other people of the nation. 

So by way of example, let's look for a moment at the 
records of United States Steel, and see what really happened 
to all the money we received from our customers last year 
in payment for all of the products and services they bought 
from us. 

Well that was a whole lot of money—more than $4 billion; 
and while this may be chicken feed in a Federal budget, it’s 
a great deal more money than any of us here tonight have 
ever seen or can even comprehend. So let’s look at it in terms 
that even a chairman of the board can understand, and see 
what happened to each individual dollar of it. 

Out of every dollar cur customers paid us, we spent 9014 
cents to meet our bills—to pay for the wages, salaries and 
benefits of our employees, to pay for all the materials and 
services we bought from our suppliers, to pay our taxes, 
and to meet—in part—the cost of replacing the plants and 
facilities that wore out during the year. That left us with a 
reported profit of 914 cents. 

Now what happened to that profit? Where did it go? 

Well, first of all we had to finish the job of providing for 
the replacement of the tools and equipment that were used 
up last year in production. And since the depreciation allowed 
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by the tax laws was not sufficient to meet this replacement 
cost, we had to devote 2 cents of our profit to this purpose. 
So this 2 cents was only a phantom profit which went to 
keep our facilities intact. We had to use it, just to stand still. 

And that left us with 744 cents of what I would call real 
profit. 

The first thing we had to do with this was to repay an 
installment on a $300 million loan we got several years ago. 
That took about seven-tenths of one cent and left 6 and 
eight-tenths cents of the profit. 

Next we had to pay the owners of our business for all of 
the billions of dollars worth of plants, furnaces, mills, ma- 
chines, equipment, and tools that they provided for the 
company and for the use of our employees. So 4 cents went 
to them in dividends for this purpose. 

And all that was left of our profit then was 2 and eight- 
tenths cents “to grow on.” Now was this money salted away 
in a bank, or hoarded for use on some rainy day? 

Oh, no; not a bit of it! This, for example, was the money 
we spent to develop new sources of iron ore and other raw 
materials—to enlarge and improve our research laboratories; 
to build sintering plants and coal washers and other facilities 
that will help us to hold down the cost of steel, and that 
will enable us to play a responsible part in meeting the future 
steel needs of this growing nation of ours. 

So that’s what happened to the profit which United States 
Steel earned last year. Every penny of it came from people; 
and every penny of it went back to people. From people to 
people in one operation! 

But in the course of its travels, that profit made possible 
the production of millions of tons of quality steel and other 
products that the American public wanted, needed, and used. 
Thus, it added enormously to the material wealth of the 
nation as a whole. It was in truth a “working profit” working 
for the welfare of everyone. 

Yet the profit-squeezers—demanding more consumer pur- 
chasing power—still tell us that we made so many million 
dollars of profit last year and that we could pay a lot of wages 
out of that, if we wanted to. 

Well, let’s think that over, two ways: 

First, if we take a part—or all—of these profits and put 
them into the pay envelopes of our own employee people, we 
can do so only by withholding them from other consumer 
people—for example the workers of another employer who is 
building a new mill for us—and consumer purchasing power 
as a whole will not have been increased, in the process, by 
so much as a thin dime’s worth! 

And second, if the profit-subtractors should succeed in 
forcing us to use these profits in this way, which part of them 
would they have us take from which people, and what effect 
will this have upon the welfare and security of the very 
employees who are supposed to be the beneficiaries of this 
process? Can they really afford to subtract from these profits 
—and if so, where? 

Let's look at each possibility: 

First there is that “phantom profit” I mentioned, which 
goes to replace our wornout and obsolete facilities. If we 
don’t replace these tools of production when they can no 
longer be used efficiently, then our productive capacity begins 
to shrink and so does our payroll. Ultimately, of course, we 
would have no plants left, no payrolls and no jobs to offer; 
and our 100,000 customers who depend on us for a part, 
or all, of their steel supply would not have the metal necessary 
to fill their customers’ orders and to provide jobs for their 
employees. So this clearly is no way to promote security for 
our employees, our customers, or for the nation! We'd better 
leave that part of our profit right where it is. 
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Next we come to the payment of our installments on the 
money we have borrowed, and I assume that even the profit- 
minimizers would not expect us to welsh on our debts— 
especially since our employees are major beneficiaries when 
we, again and again, return to the same well for more credit. 

This brings us then to the 4 cents that went to our share- 
owners in the form of dividends. Here, surely, is a really 
promising prospect. But is it? 

Well these owners provided all the furnaces, mills and 
machines that we have; and studies show that in the manu- 
facturing process as a whole, machines do about 99 per cent 
of the physical work. Without these machines, we might 
employ a hundred men for every man now on our payroll— 
and the whole lot of them together couldn’t produce a single 
pound of finished steel. 

On the other hand, our employees—while they do only 
one per cent of the physical work—provide the human skill 
and the brain power, without which the machines could not 
produce any steel either. So it looks like a kind of fifty-fifty 
proposition with men and machines teaming up together to 
do the job that neither could do alone. 

But it isn’t a fifty-fifty proposition at all, of course. Not 
by a long shot; because for every one dollar the shareowners 
received for the use of these machines, our employees got 
$10 in wages, salaries and benefits last year. 

I do not mean to suggest that this is an improper, or unfair 
distribution of the proceeds of the teamwork between men 
and machines. Neither do I suggest that it is an ideal dis- 
tribution. Perhaps the machine-owners should get more and 
the employees less; or perhaps the reverse is true. But this 
I do know: 

That if we do not pay a satisfactory wage to our employees, 
they will soon refuse to work for us and seek better jobs 
elsewhere; and if we do not pay a satisfactory dividend to our 
shareowners, they will refuse to provide new tools of produc- 
tion for our company, and will invest their savings elsewhere. 

Judging from the recent behavior of the stock market, it 
would appear that while investors are still willing to risk 
their savings in industrial tools of production, they will do 
so only at a considerably higher rate of return than they 
readily accepted a few months ago. So any proposal that 
wages should be increased at the expense of dividends, is 
thoroughly unrealistic under these circumstances; and would 
dry up job opportunities by the thousands. 

Which brings us then to the last remaining profit source 
that our “helpful” friends might try in their search for un- 
produced wage boosts. That is the 2 and eight-tenths cents we 
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spent for growth. This money went to the carpenters, brick- 
layers, steelworkers, machinists, architects and engineers who 
built the new shops and laboratories in which many of our 
present employees now work. It went to geologists and miners, 
surveyors and construction workers who evaluated and de- 
veloped new sources of raw materials that our nation will 
need in the years ahead. It went, in short, to strengthen the 
job security of our employees and the industrial security of 
America. 

Shall we take jobs then from all these different groups of 
workers in order to add to the pay of our own employees? 
Well, I'm afraid that might cause considerable jurisdictional 
dissension among the professional profit-squeezers themselves; 
and I seriously doubt that our own employees—as Americans 
—would wish us to subtract from the security of their 
families and of their fellow citizens by curtailing our research 
activities, or by failing to keep our steel plants equipped to 
meet whatever challenge the future may hold for our country. 

Gentlemen, as you sit here tonight, you represent a great 
and authoritative fund of experience. You know your own 
plants, your own production problems, and the figures your 
Own accountants put before you. You also know that the 
profit-detractors, if successful, have a device more effective 
than any other for weakening industrial America. 

So my purpose in presenting this discussion here is simple. 
Of the three propaganda campaigns which are directed toward 
your doorstep, this campaign against profits could well prove 
the most disastrous for us all—for employees and employers 
alike. 

And that is why I believe it is up to every one of us to use 
our voices in helping to create among all of our fellow 
Americans a better understanding of what profits do for 
people. 

The employees of American industry are intelligent people. 
They are responsible people; and they are just as anxious to 
preserve and to increase America’s industrial strength as you 
and I are. Given an opportunity they will listen to the facts, 
weight them up, and form their own independent judgments, 
I think, in the light of that horse sense I spoke about. 

And my guess is that their judgment, when it comes, will 
not coincide with that of the propagandist who would jeopard- 
ize the future and their children’s future for the sake of 
squeezing a working profit. 

In fact, I believe they are much more likely to say: “We 
can take care of our enemies, ourselves, but Heaven protect 
us from our friends!” 


Maintaining the Values of A 
Free Society 


CONTROL OF BOTH BUSINESS AND LABOR MUST BE KEPT OUT OF GOVERNMENT HANDS 
By A. J. HAYES, International President, International Association of Machimists 


Delivered before the City Club of Rochester, New York, February 19, 1958 


APPRECIATE the opportunity that your kind invitation 

gives me to talk to you frankly and informally about 

problems that face the American labor movement 
today. 

From the information and reports I have received about 
the City Club of Rochester (you see, I checked up on you, 
too), I understand that this is the first time you have ever 
invited a representative of a national labor organization to 


be your guest. 


I am deeply honored. Although your current interest in 
union affairs may stem from the adverse publicity the organ- 
ized labor movement has received as a result of the Douglas 
and McClellan committee investigations—still, I am pleased to 
be here. 

For, the fact that you are willing to listen to our side of 
the story—indicates that the American people have not lost 
their sense of fair play—that they still want to hear the other 
side of any story. 
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That is what I hope to give you today. But let me make it 
clear at the start that I have not come here as an apologist—or 
as a propagandist. Rather, I want to try to set the record 
straight—to talk about corruption in the labor movement— 
yes—but also to put it into perspective. 

I am told that most of you represent the business, profes- 
sional, political, and intellectual life of Rochester. Since that 
is so, it is fair to assume that most of you do not have any 
direct knowledge of trade unions or trade union activity. (This, 
of course, does not apply to the labor representatives who are 
your guests here today.) And it follows that your mental 
image of organized labor has been formed by newspaper re- 
porters and radio and television commentators. 

Without impugning the motives or questioning the integrity 
of the working reporter or the commentator who brings you 
the 7 o'clock news—I can still say that such a picture is a 
distorted one. As Adlai Stevenson told the Gridiron Club of 
Washington a few years ago: 

“It is the habit of journalists * * * to see the world in terms 
of crisis rather than continuity. The big story is turmoil and 
disaster, not the quiet spectacle of men working * * * Bad 
news sells papers.” 

Thus the story of organized labor—when it appears on the 
front page of your newspaper—is likely to be the story of 
strikes, picket lines and violence—and recently corruption— 
not the story of men working quietly together as they carry 
on the normal funcrions of labor unions. 

My own union—the International Association of Machinists 
—is a large union, in fact, it is the fourth largest in this 
country and the third largest in Canada. We have almost a 
million members. About 10 percent of them—almost a hun- 
dred thousand in all—live and work in this state. Many are 
your neighbors in the city of Rochester. 

Throughout the entire country we have contracts with 
more than 14,000 employers—large and small. By actual count 
made over a 10-year period, our records show that between 
98 and 99 percent of those contracts were negotiated or re- 
newed peacefully, without strikes or work stoppages. The 
workers they cover generally receive fair wages, enjoy decent 
working conditions and can be sure of equitable treatment in 
layoffs, promotions and grievances. 

It is these workers—and their officers and representatives— 
who have made a contribution for the betterment of life, and 
who have set the real pattern of trade union conduct. 

But this kind of union activity—and the kind of business 
agent or international representative or officer who does an 
honest job day in and day out isn’t news. You seldom read 
about him—even though he is the true rule of trade unionism 
in America—and the Dios, the Dorias and the Becks are very 
much the exception to that rule. 

Unfortunately, however, because of these exceptions—as 
they have been ferreted out by congressional committees, and 
publicized by the channels of mass communication—many 
Americans believe that organized labor as a whole is corrupt 
and undemocratic. If I accomplish nothing else today, I hope 
that I may at least cause some of you to question the premises 
on which such a belief is based. 

I can think of no better way to do this than to give you the 
facts—without any sugar-coating—facts which I have yet to 
see in any newspaper or magazine such as you might receive 
in your homes. 

For example, few people realize that organized labor has 
been the subject of intensive congressional investigations 
for more than 5 years. Beginning in 1953, a succession of 
committees, including the Hoffman committee, the Ives com- 
mittee and the Douglas committee, and now the McClellan 
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committee, have all taken turns at putting labor through the 
investigative wringer. 

Each of these committees was well financed and well staffed. 
The McClellan committee alone—at this time—has 86 full- 
time investigators beating the bushes around the country— 
investigating almost every situation directed to its attention by 
disgruntled and dissident members—many of whom have, 
themselves, been guilty of embezzlement, fraud and improper 
conduct. And many of whom are openly and admittedly 
anti-union because they have been disciplined for such activi- 
ties. 

It is interesting to note that though the McClellan com- 
mittee was established to investigate racketeering in business 
as well as racketeering in labor, little has been done about 
that phase of its work. (And what little has been done has 
received very little coverage in the press and on the air.) In 
contrast, the investigation of activities of organized labor has 
been pressed with a vengeance. 

In fact, in some instances the committee’s investigators 
have gone so far as to provoke and encourage intra-union strife 
and bitterness. For example, we know that in Waukegan, IIL., 
in the investigation of the bakery workers union, a committee 
investigator drafted a petition and turned it over to dissident 
members for circulation and signatures. I am not making 
these statements out of prejudice. But rather to point out the 
danger to all segments of our society of congressional investi- 
gations which are not objective. The ethical practices com- 
mitttee of the AFL-CIO itself investigated the bakery workers 
union—and found enough evidence of corruption to warrant 
expulsion from the federation. But the proper role of a con- 
gressional investigator is to investigate, not to instigate. 

An even more pointed example of the committee's bias 
is shown by reports received from rank and file UAW mem- 
bers in Sheboygan, Wis., and its vicinity. At the present time 
the McClellan committee is investigating the long-drawa-out 
Kohler strike. That strike has been marked by unusual bitter- 
ness, and there has undoubtedly been violence in the locality 
as the strikers have reacted to the company’s efforts to destroy 
their union. 

But the investigators assigned to this case have made it 
clear to many of the UAW members that they are inter- 
ested only in incidents that will discredit the union. When 
workers tried to talk about 1 fair and unethical practices 
on the part of management, they were told that the investigator 
was interested only in the misconduct of union personnel and 
representatives. 

Then, too, not long ago the Textile Workers Union of 
America presented the committee with fully documented 
evidence of scores of incidents in the South where labor 
organizers have been beaten up, jailed, and run out of town 
by employer-hired goons, where ordinary workers and their 
families have been intimidated, fired from their jobs, and 
evicted from their homes because they tried to exercise rights 
supposedly guaranteed them by the Labor-Management Rela- 
tions Act. The union asked only that this kind of racketeering, 
this denial of workers’ rights, be investigated and given the 
same publicity as has been given the other side of the story. 

However, there has been no response to this request. And 
I don’t think there is going to be. The committee shows no 
disposition to investigate employers in the South or elsewhere. 
And lest I be misunderstood, let me assure you that my men- 
tion of these incidents does not indicate opposition to objec- 
tive investigation of corruption or unethical conduct in the 
labor movement. 

In fact, the officers of the AFL-CIO offered support and co- 
operation to the McClellan committee in an objective investi- 
gation. 
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The further fact is that we have openly acknowledged that 
many of the corrupt practices exposed by the Douglas and 
McClellan committees could never have been brought to light 
by any investigative body within the labor movement. Insofar 
as this is true, the McClellan committee has rendered a service 
to the good elements in organized labor. 

But the good the committee has accomplished does not 
justify the injury which has resulted from the improper con- 
duct of some of its investigators and the open prejudices of 
some of its members. 

In fact the public pronouncements of certain members and 
staff personnel of the committee have convinced many of the 
reputable leaders of organized labor that the primary purpose 
of the investigation is to injure rather than help the member- 
ship of all labor unions. 

Now what are the facts regarding the extent of corruption 
and unethical practices in the 140 unions affiliated with the 
AFL-CIO? What has been the foundation of all the headlines, 
news stories, editorials and radio commentaries that have suc- 
ceeded so well in convincing so many of the American people 
that the labor movement is indeed a honeycomb of corruption 
and a hiding place for racketeers? 

It may surprise you to know that all of these committees 
together—over a span of five years—have uncovered acts of 
dishonesty—proven or probable—on the part of less than 40 
trade-union officers. 

Perhaps even one would be too many. But I ask you to con- 
sider that in the 140 unions that are affiliated with the AFL- 
CIO alone, there are more than 16,000 full-time paid national 
and international officers—and more than 420,000 local 
officers. 

And even if we assume—as we must—that the McClellan 
committee will find new cases of corruption and racketeering 
in the furure—I would still contend that such a ratio of dis- 
honesty and unethical practice is no higher in the house of 
labor—than it is in the world of business, law, medicine, jour- 
nalism, advertising, or politics. I could cite many examples of 
corruption in these other groups, but I will cite just a few to 
support my statements. 

Not long ago, I noted on article, in Fortune magazine on 
thievery in business and industry. According to this source, 
business and industry lose from $5 million to $3 billion every 
year because of embezzlement in the ranks of management. 
In fact, according to FBI estimates, embezzling businessmen 
steal more money each year than all the Nation's burglars, 
pickpockets, armed robbers, and auto thieves combined. 

Of course, there are many other types of corruption and un- 
ethical conduct in business and industry—such as the furnish- 
ing of call girls by companies such as General Electric at a 
recent business convention, the bribery of Government 
officials and employees, and the scandalous pressure tactics 
of the oil and gas lobby, and as a general proposition, the 
policy of caveat emptor (let the purchaser beware) has been 
considered ethical, rather than unethical, by far too many 
advertising companies and business and industrial firms. 

With such an ethic is it any wonder that expense accounts 
are known as swindle sheets?—That much of what advertisers 
tell us must be discounted automatically?—That sincere men 
in the medical profession are concerned about the increasing 
number of unnecessary surgical operations that are performed 
by unethical doctors for the money involved?—That respect- 
able and honored institutions of higher education prostitute 
themselves by undercover subsidization of semiprofessional 
football teams?—-That most States have had to enact special 
legislation to protect the widows and orphans of men killed 
in industrial accidents against shysters in the legal profession 
who would otherwise take 50 to 60 percent of their work- 
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men’s compensation or employer liability awards? 

I could go on giving you further and even more drastic 
examples of corruption and unethical practices in nonlabor 
institutions. But I do not want to labor the point. Neither 
do I want to defend the trade-union movement on these terms. 
Two wrongs do not make a right. And though I can get just 
as indignant as anyone about a union officer who fattens his 
purse by selling his principles, I object to the hypocrisy of 
those who pretend that corruption is a phenomenon unique 
to the labor movement. 

In fact, as of this moment, I think organized labor has gone 
further than any other group in our society to establish and 
enforce a meaningful code of ethics for itself. As chairman of 
the AFL-CIO’s ethical practices committee, I have helped 
develop the six codes of ethical practices that establish stand- 
ards for trade-union practice and policy today. These codes 
regulate issuance of union charters, conflicts of interests of 
union officers, democratic practices, fiscal procedures, adminis- 
tration of health and welfare funds, and racketeering. They 
set high standards—standards that are consistent with the 
proper objectives and high ideals of the labor movement. These 
codes are being—and will continue to be—strictly enforced 
within the framework of the AFL-CIO. 

With these codes—with the ethical practices committee 
acting as a watchdog—and with the help of law enforcement 
agencies on the Federal, State, and local levels—there is no 
reason why the labor movement should not be trusted to per- 
form its legitimate functions without being shackled by restric- 
tive and punitive legislation. 

However, there is a real and present danger that it is not 
going to be permitted to do so. The McClellan hearings appear 
to have been designed for the specific purpose of paving the 
way for legislation that would put organized labor under Gov- 
ernment control. No other inference can reasonably be drawn 
from the legislation that has been proposed over the past few 
months by the NAM, the chamber of commerce, the adminis- 
tration, and some of the antilabor Senators on the McClellan 
committee. 

The ideas and the philosophy that are summed up in these 
proposals reflect the kind of thinking that made free trade 
unions an instrument of the state in Nazi Germany, Fascist 
Italy, and Peronistic Argentina. 

These proposals are not intended merely to rid the labor 
movement of undesirables (I might say, parenthetically, that 
existing legislation is quite adequate to do that), but rather 
seek to install functionaries of the United States Government 
as overseers and directors of what is now a free institution. 
Under the proposed legislation, bureaucrats—in no way 
answerable to the membership—would regulate and control 
the internal affairs and activities of the Nation’s labor organi- 
zations. 

I can hear the roar of disapproval that would sound from 
coast to coast in the press, in the pulpits and elsewhere, if such 
laws as are proposed for trade unions were proposed for the 
regulation and control of the American Legion, the American 
Medical Association, the chamber of commerce, the National 
Association of Real Estate Boards, or similar private organi- 
zations. 

If such legislation were proposed, it would immediately be 
recognized and exposed for what it is—a direct assault on the 
freedom of the people to form, to join and to operate organi- 
zations of their own choosing and for their own betterment. 

But since it is organized labor that is being assauleed—many 
business and professional groups are applauding—when they 
should be quaking in their boots. For when government 
usurps its power to control the internal affairs of a voluntary 
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organization, it is only one short step away from control of 
the policies and programs of that organization as well. Today, 
Government might control only the form of collective bargain- 
ing, but tomorrow it could just as well control the substance. 
And, from regulation and control of wages, hours, and work- 
ing conditions on the side of labor, it is but another short 
step to regulation and control of prices, profits, and marketing 
policies on the side of management. 

Labor and management may—and often do—disagree on 
economic matters—particularly on how the fruits of produc- 
tion should be divided, but I think we would all agree that 
control of both business and labor must be kept out of Gov- 
ernment hands—if we are to continue as a free society. 

There seem to be many well-meaning people today who 
are not basically antilabor, but who are nevertheless concerned 
because—in their opinion—unions have grown too big. 
These people are nostalgic for simpler days when businesses 
were small, when farms were family operations and not fac- 
tories in the field—and when Government did little more than 
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maintain an army and carry the mail. In those days employers 
had more face-to-face contact with their employees and unions 
were small because most business and industry was small. 

Perhaps we would all like to go back to a simpler kind of 
life—-and a simpler kind of economy. But we can't. We are 
living in an age, and in an economy, which is marked by 
rapidly changing technology and which is overshadowed by 
nuclear energy, automation, and the imminent conquest of space. 

The challenge before us is to transplant the freedoms that 
grew up in the simpler economic system of yesterday, and 
maintain them in the dynamic, complex economic system of 
today. 

We must have unions—free unions—if we want to retain 
human values in a push-button, IBM-card industrial system. 

But unless we retain human values, democracy and the 
free-enterprise system will fail. 

We must not let that happen. And it will not so long as we 
maintain and preserve the basic freedoms of all our political, 
social, and economic institutions. 


Union Monopoly vs. The Public Interest 


IT TAKES PROFITS TO SUPPLY JOBS 
By ERNEST R. BREECH, Chairman of the Board, Ford Motor Company, Dearborn, Michigan 


Delivered before the Nashville Chamber of Commerce, Nashville, Tennessee, January 23, 1958 


to which we listened painted a glowing picture of 

the projected long-term growth of this country, not 
only in the production of material goods and in increased 
standards of living for all, backed up by a population gain 
of more than 24 million persons a year, but in the growth 
also of moral strength and of culture. 

Despite the dark predictions of prophets of gloom almost 
every year since the end of World War II, this country’s 
economy has grown. This can best be expressed by such things 
as the gross national product of the country, rising from $257 
billion in 1948 to an estimated $435 billion in 1957; the 
growth in personal incomes from $209 billion in 1948 to an 
estimated $343 billion in 1957; the growth in employment 
from 59.4 million in 1948 to 65 million in 1957 and the 
growth in liquid savings of individuals from $214 billion in 
1948 to approximately $305 billion in 1957. 

During that same period, nearly 1012 million family resi- 
dences have been added to take care of the nearly 25 million 
increase in the population. 

Capital expenditures on plants, machinery and equipment 
in this country in the 10-year period 1948 through 1957 
amounted to more than $270 billion. Let us take just the Ford 
Motor Company alone. Since the end of World War II our 
Company has built 22 manufacturing plants, 12 assembly 
plants, 21 parts depots, proving grounds in Arizona and 
Michigan, and 17 engineering, research and office buildings 
and other facilities. We have also enlarged or modernized 
some 30 other plants and facilities. All in all, we have thus 
far expended more than $21 billion on this expansion and 
modernization program. This wonderful new plant of ours in 
Nashville is typical of the improvements that we have made 
in the Company’s facilities over this period. 

For those who fear over-expansion, I would like to say that 
it is our firm opinion, based upon careful forecasts, that by 
1965 there will be peak years of automobile production 
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amounting to as much as 10,000,000 cars and trucks, as con- 
trasted with the total production for 1957 of 7,202,000 
vehicles and in 1947 of only 4,793,000 vehicles. I should point 
out, incidentally, that registered vehicles have increased over 
the past ten years from less than 38 million to more than 67 
million. 

On October 4, 1957, we were faced with an event that 
tended to destroy some of our national confidence. The Rus- 
sians successfully placed into orbit a 184-lb. Sputnik, which 
was indeed quite a shock even to our scientists, and followed 
this up on November 3 by launching a 1,120-Ib. “Mutnik.” 
I shall not belabor you with the implications of these events 
other than to emphasize that, as a nation, we had to muster 
our forces, change our thinking, reappraise our situation, and 
decide what we were going to do about it. President Eisen- 
hower has fully outlined the program of the Administration 
in this respect in his annual message to Congress on January 
9. Let us hope that every member of the Administration, 
every member of the Congress and every officer in our armed 
services will now remember that his first duty is to serve the 
national interest, and get together to do a necessary job. 

There is much questioning as to why we find ourselves 
admittedly behind the Russians in missile development. I am 
sure that we were all tremendously disappointed—even 
humiliated—when the first Vanguard launching of a test 
satellite failed. But there is one thing that we should always 
remember: America lives in a goldfish bowl. Because of our 
philosophy of government, we have very few secrets from 
potential enemies. Ours is a “government of the people, by 
the people and for the people.” We believe in the principle 
of an informed public. It is impossible to have an informed 
national public, however, without all other nations being 
equally informed. Imagine, if you can, a group of newspaper 
reporters and columnists in Russia observing the many efforts 
of the Russians to launch a Sputnik and announcing to the 
world the many failures that their scientists probably had 
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before they successfully launched Sputnik I. Had we made 
space satellites a military rather than a purely scientific project, 
I am sure we would long since have had our satellite in orbit. 

Let me say to you that I am confident that the United States 
of America will not for long lag behind the Russians in 
missiles or any other scientific development. I know that it is 
possible in a relatively short period of time, if the American 
people wish to spend the money, not only to launch a missile 
to the moon, but even to put space platforms into orbit 
around this earth. These could be equipped with such re- 
coverable scientific instruments as to improve the basic 
knowledge of our scientists to an extent beyond our wildest 
imagination. 

These satellites and the conquest-of-space era which they 
inaugurated have already caused a new look at our economic 
situation. It is obvious that the prospect for a tax reduction 
has been dimmed considerably but, by the same token, the 
increased government expenditures should provide a stimulus 
to an upturn of our economy, provided we, as a people, use 
a little horse sense. There is no economic problem at hand 
that cannot be met with a combination of smarter planning, 
harder work, real selling, a certain discipline of mind and the 
exercise of reasonable discretion in the demands on the 
economy. 

I want to talk to you for just a moment about this matter, 
because I feel that there is one economic problem of excep- 
tional urgency before us all. 

That problem is wage inflation—a kind of inflation that 
threatens us not only with severe distortions of the economy, 
with increasing business failure and unemployment, but also 
with a direct assault on the very foundations of our whole 


economic system. 
What has happened is a matter of simple record. In recent 


years, giant labor unions, with unprecedented monoply power, 
have pushed through larger and larger wage and so-called 
fringe benefit packages to a point where increased wage costs 
far outstrip the increase in productivity. And, parenthetically, 
when those “fringes” amount to some 20 per cent of the total 
wage package, they can hardly be regarded as mere trimmings 
or decorations—no surrey ever carried a fringe on top like 
that. The result has been a steady squeeze on corporate profits 
and constantly increasing prices for goods and services. A 
point has been reached, in fact, where virtually all of our 
economic gains are being swallowed by a very favored and 
relatively small segment of our population—the powerful in- 
dustrial unions. 

If anyone doubts that fact, he ought to take a good look 
at what has been happening to pay and profits in corporate 
business over the past few years. 

In 1948, corporate profits after taxes were $17.3 billion; 
in 1956, they were $16.7 billion—down 600 million. Over the 
same period, income taxes paid by corporations rose from 
$121 billion to $22 billion, an increase of $91 billion. 
Compensation to employees of corporations rose from $90 
billion to $150 billion, an increase of $60 billion. In other 
words, of the nearly $70 billion increase in income available 
to stockholders, employees arid the government, the employees 
received almost 90 per cent of the total and the government 
got what was left. 

At the same time that the employees were getting 90 per 
cent of this total gain in corporate payments, corporations 
were spending, over the period, some $230 billion on plant 
and equipment. This was offset partially by $98 billion in de- 
preciation allowances, but there was still a net increase of 
$132 billion in capital investment. Clearly, the stockholders 
and others who put this money at risk were entitled to a fair 
return on the added investment, because it was their money 
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that was used for this investment. As a group, they got no 
return on it. 

When we are confronted by the consistent effort of one 
economic group to force the economy to yield greater wage 
increases than are justified by our gains in productivity, some- 
body else has to pay the added costs. That somebody is you 
and you and you—the average consumer. Sooner or later, as 
wage costs pyramid, something has to give. Prices are pushed 
up until consumers rebel and stop buying, or profits dry up 
and business firms begin to go broke. In either case, those 
illusory wage gains can lead to real stagnation and unemploy- 
ment. 

Let me say that it has long been the policy of the Ford 
Motor Company to confine our labor negotiations to the 
privacy of the bargaining table where we can hope to work 
out equitable labor contracts on a basis of reasonable give and 
take. We have no intention of abandoning that policy. 

However, for several years it has been the practice of the 
United Automobile Workers leadership, well in advance of 
negotiations, to launch an extensive publicity campaign aimed 
at winning the support of public opinion for its program. 
The public too often has had only one side of the story. 

Now, as we prepare for the negotiation of a new labor 
contract this spring, we again meet with a series of sensa- 
tional public demands by the head of the UAW, Mr. Walter 
Reuther, who once more seeks to sway public opinion in his 
favor. 

We must consider the fact that each of his superficially 
attractive proposals is being advanced by a man who finds 
himself occupying an extraordinarily powerful position in 
American life—a union leader with monopolistic power who 
apparently feels he must always be out to get everything he 
possibly can. He apparently operates on the basis that what 
he thinks is good for the UAW is automatically good for 
everybody else. He professes to be representative of the public 
interest as a whole and to be equally zealous to safeguard the 
interests of all elements of society. In truth, a large part of his 
gains have been at the actual expense of other groups in the 
economy—employees of small businesses, farmers, teachers, 
preachers, civil servants, pensioners and others on relatively 
fixed incomes. 

His announced goal for 1958 is a two-part package. Part 
One, labeled “Basic Economic Demands,” is a 21-page listing 
of recommendations for higher annual wage increases based 
on an inflated so-called “annual improvement factor,” higher 
automatic cost-of-living increases, enlarged pensions, extra 
payments for short work weeks, a revision upward of the 
present supplemental unemployment benefit plan and other 
benefits. He understandably refrains from putting a price 
tag on these increases. But their magnitude, even in boom 
times, would be tremendous. 

The second portion of what Mr. Reuther terms his “two- 
package approach” outlines a so-called share-the-profits plan 
under which he seeks the power not only to bargain for his 
union members but, also, to negotiate dividends for stock- 
holders, compensation for management and prices for cus- 
tomers. 

Now, as a propaganda device, the Reuther proposal is a 
natural, because it appears to offer almost everybody something 
for nothing. But as a working proposition, it is fanciful and 
full of fishhooks. 

Take only one part of this remarkable proposal: a sug- 
gestion that one quarter of a company’s annual profits, after 
certain other provisions are made, should be returned to the 
purchaser of its products, thus presumably giving the con- 
sumer a wonderful break. One fishhook here is that it would 
become immediately logical for everyone to buy the product— 
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automobile if you will—of the manufacturer with the highest 
profit performance. The higher the profit per unit, the bigger 
would be the customer’s bonus. How long do you imagine it 
would be before we would wind up with a one-company 
industry? 

Another central and fatal flaw in this proposal is that it 
would invite increasing demands for union veto power over 
day-to-day management decisions. Budgets for advertising, 
research and engineering, new-model tooling; capital ex- 
pansion plans; make-or-buy decisions—all would be viewed 
by the union as affecting profits. Naturally they do not propose 
a loss-sharing plan. The union would have no responsibility 
for or role in increasing profits. Yet, you can be sure, it would 
question all actions of management as tending to limit the 
hourly employee's share of profits. We have enough trouble, 
as it is, in our dealings with the union in our manufacturing 
operations alone. 

If time permitted, there are many other fishhooks that I 
could describe. 

I think perhaps we can understand more about this proposal 
by considering for a moment its author and the position in 
which he finds himself today. 

I know Walter Reuther personally. I was associated with 
him for several months on a study committee for the United 
States Senate, and I have had many other occasions to talk 
with him at some length. Although our economic and political 
views are apparently widely divergent, he gives the impression 
that he respects my viewpoint, and I certainly try to under- 
stand his. 

I had dared to hope that, confronted with an economic 
downturn, with lowered sales and employment and with a 
serious international problem calling for increased diversion 
of our resources to defense needs, he would reveal himself as 


a true labor statesman. I had hoped that he would realistically 
avoid complicating the already serious problems facing our 
country today by maintaining the status quo in the new 
automobile contracts which are to be negotiated in late spring; 
or at least not taking so extreme a position as seriously to 
threaten a wave of industrial discord. 

Make no mistake about this: industry cannot submit to 


further excessive demands or sit back and passively watch the 
unbridled growth of union power. Free industry begins to see 
its very existence threatened by that power, and it will have 
no choice but to fight as effective a defense as it can. 

My own misguided hopes about Mr. Reuther perhaps 
reflected the fact that I listened too much to what he said and 
did not give enough weight to the practical circumstances 
in which he finds himself. 

The fact is that Mr. Reuther is a man with a serious 
problem. 

I don’t think most of us can appreciate fully the tremendous 
Pressures upon a union leader seeking to maintain and 
increase his position of power. He must constantly defend 
himself against the natural drives of ambitious and power- 
hungry rivals to supplant and surpass him. He must constantly 
try to achieve for his followers greater gains than his rivals. 
This goes on throughout the hierarchy of union leadership, 
and in the contending of rival union leaders to deliver more 
than the next fellow—without regard to economic conse- 
quences—we have today a major threat to our national well- 
being. 

For many years now, time and economic conditions have 
been kind to the Reuthers of this country. They have been 
able to establish positions of great prominence and of real 
power almost without parallel in American life. Unfortunately 
for them, they are today working against the economic tide. 
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Yet in the inexorable law of union politics, the ante must 
be raised and re-raised. 

What would you do if you were in Mr. Reuther’s position? 
Suppose you could not back away from past assurances to 
your union members of a knock-down, drag-out fight for the 
“biggest wage increase in the history of the union” and for 
other sensational goals. Suppose, as you prepared to launch 
these demands, you looked into a period of rising living 
costs, shrinking profits, decreased sales, growing unemploy- 
ment and other economic difficulties caused largely by past 
wage inflation. Suppose you were uncomfortably aware of 
your own role in stimulating that inflation and also of a 
mounting public annoyance and resistance against further 
wage inflation. What would you do if you were forced into 
such a box? 

Well, Mr. Reuther is a fighter, and his answer is to come 
out slugging for all he is worth. If he can pin the blame 
for all our troubles on what he calls “The greed and gluttony 
of industry for profits” if—aided by his political allies—he 
can blame what he calls “administered prices” on industry, he 
will have a scapegoat. If, moreover, he can convince people 
that his huge demands will be exacted not out of the shrinking 
profits of 1958, but out of the larger profits arising from 
the unusually high business volume of prior years—you notice 
that’s what he always talks about—then he can hope to enlist 
some sympathy for his demands. 

This is the strategy we are witnessing today. Typically, he 
has sighted his guns on his traditional whipping boy, the 
profits of industry. His argument is a standard appeal to 
class warfare. He holds up profits as something intrinsically 
suspect, and presumes to sit in judgment on the morality of 
industry in pursuing them. He makes the general accusation 
that management is constantly engaged in actions that are, 
and I quote, “socially indefensible, economically unsound, and 
morally wrong.” 

To my mind, blaming a company for making good profits— 
for being an efficient producer, in other words—is like blaming 
a cow for giving too much milk. 

Let's examine this question of whether or not profits are 
socially defensible. What better single test is there of the 
social value of a corporation than its profit ability? 

Which does the better job for society: 

The enterprise that consistently returns good profits, ploughs 
back earnings to expand its markets and provides growing, 
stable employment opportunities? 

Or the low-profit enterprise that cannot attract funds for 
capital investment, that provides erratic employment at sub- 
standard wages? Is it more virtuous because it is less profitable? 

Look at the history of automobile making in this country. 
Of the more than 1,500 manufacturers of cars and trucks 
who entered this industry with high expectations, only a 
handful remain today. As many as 2,500 individual makes of 
automobiles and trucks have gone down the long road to 
oblivion. They are gone because they could not make enough 
profits to stay in business. 

It takes profits to provide jobs. 

More than that, it takes the higher profits created by 
capable management to pay the higher wages that certain in- 
dustries, such as the automobile industry, have been able to 
pay their employees. 

Without the good profits that a capable management has 
earned, Ford Motor Company could not possibly pay its 
employees a rate 25 per cent higher than the average for 
industrial employees. It is a matter of pride to us that we were 
able in 1957 to pay our average hourly worker some $6,400 
in wages and other benefits such as pensions, hospitalization 
payments and so on. 
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Years ago, true liberals sided with working people against 
the indifference to human needs, and the social irresponsibility 
of old-time owners of industry. Public opinion brought about 
a correction of those abuses. Today those same forces cannot 
help but see in growing union monopoly power a new threat 
to our most cherished freedoms. Recognizing that threat, 
labor's thoughtful friends will act to protect and perpetuate 
the good things that organized labor has done for the people 
of this country 

There is an enormous job of economic and political educa- 
tion to be done. Unfortunately, any action aimed at restricting 
union power will be branded by some as reactionary and 
hostile to the interests of working people. But what is wanted 
is not union-busting and a general assault on all union leaders. 
The objective must be clearly limited to curbing the abuses 
that threaten our prosperity and our free economy. 

You may ask, why don’t the leaders of industry speak out 
plainly on this matter, as I have done here tonight. I answer 
simply that it is because of the power of union leaders to 
punish severely any such frank talk by management. They do 
this by closing down key plants through intermittent strikes 
attributed to grievances that normally would not cause a 
strike. As a matter of fact, it will be interesting to see if 
some key Ford plants are not pulled down in the near future 
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because of my speech here tonight. I have chosen to take this 
course tonight despite that possibility, because of the over- 
whelming importance of this issue not only to Ford Motor 
Company but to the nation as a whole. 

Ladies and gentlemen, we are at a critical period in the 
history of our country. We must demonstrate to the world 
that free people working in a free economy can outstrip 
scientifically, and every other way, a nation imbued with an 
absolutely opposite ideology. 

We proved our great strength during World War II. This 
industrial and economic system of ours—primary target of 
the Soviet propagandists who would spare no effort to bring 
about its collapse—this same system produced most of the 
goods which saved from destruction the country that is today 
the greatest threat to the peace of the world. 

We have been blessed by the Almighty with great resources 
of mind, matter and spirit. We have inherited the daring and 
the courage of the founding fathers of our country. We are 
buttressed by the strength of our religious beliefs. 

I have complete confidence that, facing the facts and pulling 
together, we can combine and dedicate these great resources 
of ours to winning the fight for freedom in the cold war in 
which we now find ourselves engaged. 

We did it before. We can do it again. 


a 
The Price of Free Trade 
FURTHER TARIFF REDUCTION MAY ACCELERATE THE EXPORT OF AMERICAN JOBS 
By DR. LEWIS E. LLOYD, Economist, The Dow Chemical Company, Midland, Michigan 


Delivered before the Hardwood Plywood Institute, Washington, D. C., February 13, 1958 


NE OF THE MOST appealing labels that can be 

placed on anything these days is that magic word 

“free.” But like most slogans, it may not tell the 

whole story, or it may not be true at all. When we examine 

the free-trade idea, for example, we need to ask ourselves, 
“Is free trade really free? Are there no costs?” 

Whenever we look at costs, we find that we must examine 
them in the light of our objectives. At the national level, 
the one over-riding objective in these times is national 
security. Every part of our foreign policy must contribute to 
this objective. 

When the Russians orbited sputnik, we realized too late 
the world repercussions of having lost a race which we had 
not even entered, and we panicked into a crash program to 
try to regain face. We now have the Explorer in orbit, but 
we have a new worry. We are becoming alarmed about the 
increased Russian activity in foreign trade and economic 
affairs. 

It is evident that the Communists are pushing the cold war 
on many fronts. That we must meet their every challenge is 
equally obvious. If we are to meet all their challenges and 
win them all, one thing is certain: We must have programs 
that are economically sound. We will surely be outdistanced 
if we waste effort and substance on unsound schemes which 
are doomed to failure from the start. 

Our objective is national security, and to this end we want 
allies—strong allies; allies who are strong enough to help 
deter aggression and who have the will to oppose communism. 
In our determination to strengthen our allies we must not 
weaken our own economy. 

Everywhere we look we see a rising tide of economic nation- 
alism; a persistent drive throughout the world for national 


industrial self-sufficiency. We see it in Canada, in the Philip- 
pines, in South America, in Africa, in the Arab countries, and 
in all the countries of Asia. At the same time we see a 
tremendous upsurge of industrial growth in Europe. In a 
sense, we are witnessing a second industrial revolution. 

American mass production is the envy of the whole world. 
It is the model for every country which is striving for indus- 
trialization. Thoughtful men everywhere have come to realize, 
however, that mass production is possible only where it is 
supported by a mass market. It is this basic economic fact 
which impelled six industrial nations of Europe to band 
together to form a common market. When their program has 
reached completion, it will represent a free trade area of more 
than 160 million Europeans. 

The same fundamental factors are inducing other nations 
of the world to plan regional free-trade areas. Such discussions 
are underway in South America, in Central America and in 
the Far East. 

The fact that nations are interested in regional trading 
areas is significant. It is evident that they realize that free 
world multilateral trade will not meet their objectives. Nations 
throughout the world are seeking a rapid increase in their 
standard of living. Even the underdeveloped nations realize 
that rising standards of living have paralleled industrialization 
and the use of horsepower. They are determined to indus- 
trialize, and are in a hurry to do it. They would not be willing 
to remain merely raw-material suppliers even if there were no 
tariffs and no trade barriers in the free world. They have 
rejected the principle of maximum world specialization under 
present world conditions. 

* * « 


Yes; we recognize the need for a strong united free world. 
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We applaud the objective of assisting the economic develop- 
ment of our allies. The key question is, however, “What pro- 
gram will meet our common objective—theirs and ours?” 
Since we can’t carry the whole world, what United States policy 
will motivate our allies to build self-reliance and strength so 
that they will not be so dependent on our aid? 

The executive department has proposed further tariff re- 
duction as a major part of its program. 

The proposal that we assist our allies by tariff reduction is 
very appealing; it sounds both simple and painless, but will 
it be either painless or effective? The first part of the question 
can be answered by examining some fundamental economics. 

It is well established that there are only two ways by which 
an individual, a family, a community, or a nation can increase 
its living standard—can increase the amount of goods avail- 
able for consumption. Either they must (1) produce more, or 
(2) get a part of someone else’s production. 

Either a way must be found to make a bigger pie so each 
piece will be bigger, or the pie may be divided differently 
so that some get larger pieces and others smaller ones. All 
trade does is to distribute goods already made. It has little 
to do with the size of the pie; that is a production problem. 
Trade will alter the way the pie is cut only if the trade is not 
equal—only if some nations get more than they give. 

But the executive department has introduced bill H. R. 
10368, which proposes a 25-per cent cut in tariffs below 
present levels—5 per cent per year for 5 years. We are being 
told that this is a key part of the program to strengthen the 
free world’s economies. 

When we examine the facts, however, we find that our 
tariffs are already low; in fact, we are one of the really low- 
tariff countries. Moreover, most other nations, in addition to 
having actually higher tariffs, apply extensive quantitative 
restrictions. They apply quotas, licensing, and currency re- 
strictions which are much more restrictive to trade than even 
high tariffs would be. Most of the leading industrial nations 
of the free world have more than nullified any tariff conces- 
sions they have negotiated with us under the Trade Agree- 
ments Act, by superimposing these quantitative restrictions. 
Most of our allies actually have more restrictive trade barriers 
today than they had prior to World War II, or even prior to 
our Trade Agreements Act. 

One of the alibis offered for their import restrictions is 
the so-called dollar gap. Is this a valid reason? What does a 
study of the balance of payments show? Examination shows 
that those who become alarmed about the dollar gap are 
looking at only part of the picture—they are ignoring some 
important facts. The so-called dollar gap refers only to the 
balance between exported goods and imported goods. It 
ignores the dollars which foreigners get from services which 
they sell to us, such as shipping, from tourism, from foreign 
investments and from our foreign-aid program. 

When these other factors are taken into account, the balance 
of payments between the United States and other countries 
shows that foreign nationals have been increasing their dollar 
credits by one to two billion dollars a year for the past 10 
years. 

The problem is not that there is a shortage of dollars abroad, 
but rather that most countries prefer to use the dollars they 
have for other uses than the purchases of United States goods. 
Foreign nations hoard dollars to stabilize their own currency 
or for use as exchange with other nations. For example, Brazil, 
which earns huge dollar credits through sales of coffee in this 
country, prefers to spend them in Europe where manufactured 
goods can be bought more cheaply. 

In the past 10 years foreign nations have increased their 
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dollar holdings until they now have claims on more than two- 
thirds of our total gold reserve. As a result, we are now in 
a very vulnerable position with respect to our money-credit 
system. If at any time, for whatever reason, foreign nationals 
began to prefer gold to our dollars, we could end up with a 
financial crisis the like of which this country has not seen 
in half a century. 

Well, then, if there is no dollar shortage why don't our 
exports expand more? To answer this question let us examine 
the need for foreign trade. There are only four economic 
reasons why a nation may wish or need foreign trade: 

1. If a mation is lacking in certain essential raw materials, 
it will need to import them. 

2. If a nation finds its climate and soil conditions unsuited 
for growing certain animal or plant life which it needs, it 
will want to import them. 

3. Wherever a country is too small to represent by itself 
a mass market, it will need to trade, for only with a mass 
market can a country obtain the benefits of low-cost mass 
production. 

4. A nation may benefit by foreign trade if its technology, 
ingenuity, and inventiveness lag behind. 

When we apply these principles to United States foreign 
trade policy, we find that there are certain essential raw 
materials which we need to import and a number of natural 
products, such as bananas, coffee, cocoa, tea, rubber, spices, 
and the like, which grow in tropical countries which we want 
or need. We import large quantities of these materials, most 
of them duty free. Most of our raw materials and basic com- 
modities are on the free list. 

On the other hand, we do not need to trade in order to 
get a mass market or because we lack in technology. It is 
obvious from this that those who propose increasing imports 
sO we can export more are getting the cart before the horse. 
Basically, we need to export merely enough to pay for desired 
imports. 

From this we see that the United States does, indeed, reed 
foreign trade, and we have also noted tie principles upon 
which to decide how much foreign trade we need. We should 
now turn our attention to how this trade is to be conducted. 
Those who favor tariffs are not opposed to trade, but they 
believe that the best interests of this country require moderate 
tariffs to insure fair competition in the American market. The 
proponents of H. R. 10368 propose further tariff reduction 
on the grounds that it will aid free nations. But we have just 
examined this and found that trade merely distributes produc- 
tion; it does not increase it. 

There is, of course, an indirect way in which internationai 
trade is supposed to increase everybody's standard of living. 
This is the central point in the free-trade theory. It is the 
creed for the freetraders. This theory claims that in the absence 
of trade barriers, each nation will produce that for which it 
is most efficient and hence all nations will maximize their 
production and thereby have the highest possible standard of 
living. The theory proposes international division of labor 
based on natural advantage. When we examine this theory, 
we will find that it is unrealistic under present world con- 
ditions. We will find that it does not work in today’s world 
of sovereign nations. 

Now in the case of any theory or mathematical equation, 
One must examine the assumptions upon which it is based in 
order to determine whether it is applicable to the given 
situation. In everyday life, practically every mistake in judg- 
ment arises because some factor has not been properly 
considered. 

I am reminded of the case a few years ago when some 
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aeronautical engineers set out to see how the lift-drag equa- 
tions, which they used to design airplanes, would apply to 
the bumblebee. They found that it was absolutely, theoretically 
impossible for a bumblebee to fly. Yes; we must be careful 
when we try to apply a theory in practice. 

Well, what are the assumptions on which the free-trade 
theory is built? When we examine it we find that there is an 
unstated assumption that all things other than natural advan- 
tage—thar all other things—are equal. In other words, only 
when there is a comparative advantage, as between two regions 
or countries, will world specialization from free trade increase 
efficiency. 

This fact is so basic that perhaps I should take just a minute 
to illustrate it. Let's picture 2 farms—1l1 in New England 
and 1 in Idaho—and let's assume that each grows enough 
wheat and potatoes to meet the local needs. Furthermore, let's 
assume that the soil and climate are satisfactory for growing 
both wheat and potatoes in both places, and that each farm 
is large enough to justify mechanization. We notice then 
that there is no natural advantage as between these two 
locations. Would there be a gain in efficiency if one farm 
raised only wheat and the other only potatoes, and then 
exchanged to get some of each? No. As a matter of fact, there 
would be a decrease in efficiency because of the sizable trans- 
portation charge. 

Well, if world division of labor is to be determined by 
natural advantage, we find that there are at least eight con- 
ditions which would need to be met. We find that there 
would have to be (1) comparable taxes, and (2) a single 
monetary system. (3) We find there would need to be 


uniformly enforced business laws, and (4) similar business 
ethics. (5) There would need to be reasonably uniform wage 
rates throughout the world, and (6) there would need to be 


freedom for workers to move from country to country. (7) 
There would need to be freedom from fear of war, and (8) 
finally, in order to have the conditions whick we have just 
mentioned, there would need to be a world government, 
because no government between sovereign nations could yield 
uniform taxes, establish and administer uniform laws, furnish 
a single currency, and assure freedom from war. Stated plainly, 
free trade is a fine ideal, but about as practical for the United 
States in the present day as would be complete disarmament. 

If these conditions are not fulfilled, then the application of 
free trade in a world of sovereign nations will result in a 
world division of labor based on political factors, based on 
unnatural advantages established by governmental decree, 
rather than on the basis of natural advantage and economic 
productivity. 

It would take too long to show how each of these factors 
would bring about unfavorable results if free trade were tried 
under present conditions. Consideration of one or two of the 
more impoxtant ones will indicate their practical importance, 
however. In the case of manufactured goods, one important 
barrier to our accepting free trade as a national policy is the 
question of wage differentials. Wages in European industrial 
countries range from one-third to one-fifth that of ours, and 
in Japan about one-tenth of ours. This is a well-known fact 
which the tariff abolitionists attempt to refute by claiming 
that our high labor rates are the result of our equally high 
productivity and that therefore we can produce more cheaply 
than anybody else. It is true, of course, that it is unit labor 
cost and not labor rate which must be considered. But what 
about productivity? Are we really so far ahead? 

Many Americans had joined the cult which worshipped 
American technological superiority. Sputnik did much, how- 
ever, to deflate our pride about the superior race. The plain 
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facts of the matter are that wherever there is a mass market, 
mass production is readily established. The modern German 
chemical plants are as well instrumented and as efficient as 
our own. The growing imports and the prices on the Volks- 
wagen and other foreign cars have exploded the myth about 
Detroit's invincible productivity. Turbaned Hindus have for 
years successfully operated a huge, modern steel plant in India. 

Since this is the very central point of the whole tariff 
argument in this country, let us look at a few cases. Last year 
the Coal and Coke Institute in Holland put on-stream a new 
plant to produce benzene. It has a capacity for 30 million 
gallons a month; it is operated by five men. I am sure many 
American producers wish they had a plant as efficient as that. 
When Mr. Coleman of the Burroughs Corp. testified before 
the Randall Commission, he reported that the productivity in 
their English plants was about half that in their Detroit plants. 
He somehow failed to report that the wage rate was about 
one-fourth, so that their unit labor cost in England would be 
about one-half what it would be in the United States. A couple 
of years ago the Volkswagen people bought a plant in New 
Jersey, expecting to make the bodies and assemble Volks- 
wagens in this country for the American market. After the 
manager had studied the situation, looked into the labor 
market, examined subcontract bids and was able to make cost 
estimates, the management sold the plant in New Jersey and 
expanded production in Germany. They could pay the ocean 
freight and the moderate American tariff and deliver cars to 
the American markets more cheaply by making them in Ger- 
many. This is the story everywhere. Foreign costs on any mass- 
produced item are sufficiently below those in this country that 
the foreign producer can ship to the American market, at 
will, under present tariff schedules and make a handsome 
profit. 

Fundamentally, the real comparison is between a plant 
built in this country and an identical one built abroad. A plant 
built in, say, Germany or Italy will cost from 50 to 60 per cent 
of what it would cost in the United States and, the operating 
labor costs will be, roughly, one-fourth what they would be 
in this country. It is plain to see that the unit cost of produc- 
tion will be considerably lower in low-wage countries. It is 
also easy to see that if our tariff rates do not sufficiently com- 
pensate for the difference in production costs abroad, our 
capital and knowhow will move to other countries, leaving 
industrial stagnation and unemployment in this country. This, 
gentlemen, is the cost of free trade for the United States under 
present world conditions. In 1956 and 1957, for the first time 
in this century, imports of manufactured goods exceeded im- 
ports of commodities and raw materials. This demonstrates 
that our tariffs are already so low that foreign producers can 
export here at will. Further tariff reduction will do much to 
accelerate the export of American jobs. 

An attempt to raise foreign living standards by lowering 
American tariffs still more, will result only in leveling us 
down toward them, rather than raising them up toward us. 
If we really want to assist our friends toward a better way of 
life, we must encourage them to find ways to entice American 
capital—free enterprise capital—to build plants in their coun- 
tries to service their markets and to pay wages which will 
give their people purchasing power to buy back the products 
of their own industry. In this way the total pie can grow and 
grow, and everybody can benefit. 

Now it is obvious that the State Department leadership on 
foreign trade policy does not recognize this basic economic 
principle and is raising false hopes among our friends by 
proposing solutions which are inadequate. If we are to develop 
a sound foreign trade policy, the control must be brought 
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back to Congress where the Constitution places it and where 
it will be in the hands of men who understand the sound 
fundamental principles of our free enterprise economy. The 
whole administration of the escape clause procedures, the 
peril point procedures, the antidumping law and customs 
procedures, indicates that the executive department has had 
no intention of following the intent of Congress in the appli- 
cation of our foreign trade laws. By willfully misadministering 
our laws, the executive has largely taken the control of our 
foreign commerce out of the hands of the Congress. Last year 
it proposed membership in the OTC. If this should be granted, 
the control of our foreign commerce would be permanently 
taken out of the hands of Congress and placed in the hands 
of an international bureaucracy. One of the real opportunities 
for congressional leadership in this session of Congress is to 
reclaim congressional control of our foreign trade policies. 
One effective way of doing this would be to enlarge and 
increase the authority of the Tariff Commission and make it, 
as an instrument of Congress, the agent for establishing tariff 
rates and for decisions on escape clause, peril point, and dump- 
ing cases. By having its recommendations reviewed by the 
House Ways and Means Committee and the Senate Finance 
Committee, the Congress could regain its proper control 
without having to revert to the unrealistic practice of setting 
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individual tariff rates on the floor of Congress. 

The tariff abolitionists have proposed a program of tariff 
reduction to increase world living standards. When we ex- 
amine their unsupported claims and get through to the facts, 
we find the real story. We find foreign industrial growth is 
needed to get a bigger pie in order to raise their living 
standard and that mere trade will not do this. We find that 
free trade in the present world of sovereign nations, most 
of which are intent upon rapid industrialization, will not yield 
the benefits claimed by the doctrinaire theorist, but will level 
the more advanced countries downward. 

If we really want free trade, we should start with Canada, 
where wage standards and other conditions most nearly ap- 
proximate our own. Let us plan right now for a common 
market with our neighbor and biggest trading partner. Over 
the next 10 years the United States and Canada could progres- 
sively and mutually remove tariffs. This is the kind of free 
trade which is justified by fact as well as theory. 

And finally, since the executive branch of our Government 
has refused to follow the clear intent of Congress in adminis- 
tering trade legislation and is attempting a solution of world 
living-standard problems at the expense of American industry 
and labor, it is time for Congress to reassert itself and take 
back control of our foreign commerce. 
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these vital negotiations, especially when I see what a 

remarkable company are gathered here of statesmen, 
bankers, industrialists and leaders of organized labor from all 
over Western Europe. 

If the men sitting at this table are firmly agreed upon the 
principle of a single trading area in Western Europe who 
can doubt that they and their friends have the power to carry 
that principle into effective action? 

Each of us here has influence in the affairs of his own 
country. Each of us has had experience in the conduct of 
great enterprises—be they political parties, or industrial cor- 
porations or trade unions. 

In our different walks of life we have all had our successes, 
and we have had them because, although we knew broadly 
what we wanted to do, we were not rigid about the way to 
do it. 

You must have discovered, as I have, that the really dan- 
gerous men to negotiate with are those who do not know 
how far they want to go, and I would not be surprised if our 
guests from the Continent came here to find out whether 
the British really wanted to see Western Europe welded into 
one trading area. They must have asked themselves how much 
support Mr. Reginald Maudling had from British industry. 


I AM GRATEFUL for the chance to say a word about 


BRITISH ATTITUDES 
On our side some British industrialists went into the Con- 
ference not entirely certain whether their European friends 
seriously desired the United Kingdom as a partner in a free 
trade area. 
If we are to satisfy this mutual curiosity we have to speak 


our mind. On so great an issue as European unity we cannot 
be content with answers dressed up in the language of 
ordinary trade and commerce. For we are debating a policy 
that would penetrate and transform the relationships between 
seventeen sovereign states. 

Nations are not like individuals. They cannot fall in love 
at first sight. There are no enchanted evenings for proud and 
ancient communities when across a crowded room they lose 
in an instant their heads and their hearts. Nations must carry 
about with them the wounds and the dreams of history. They 
can come nearer to each other only by showing respect, sym- 
pathy and scrupulous honesty. 

The United Kingdom is often accused of a certain stuffy 
aloofness in her dealings with Europe. And it has been true. 
For when the British people look out from their island they 
have become accustomed to gaze far away across the oceans 
to the established and growing countries of the Common- 
wealth; and in North America something like two hundred 
million men and women speak the English language as their 
own. 

Yet when the Six Messina Powers had taken their great 
decision to form a European Economic Community the British 
Government were among the first to understand the conse- 
quences for the rest of Europe. It was the British who proposed 
a Free Trade Area to embrace all the members of O. E. E. C. 

Our proposal must have appeared suspect to many good 
Europeans. I can understand that some of our friends in 
Europe, aware of how strong are Britain's ties with the Com- 
monwealth, aware too of how complex was the balance of 
interests to be achieved in the Treaty of Rome, were alarmed 
that the Free Trade Area might upset the Common Market; 
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and indeed it was suggested that it might be intended to do so. 

Let a British Minister say once again that these doubts 
about our intentions are without foundation. Europeans ought 
to know by now that the British do not cultivate the intellectual 
capacity for such elaborate forms of sabotage. Indeed we were 
very ready to go slow over the Free Trade Area talks until 
the Treaty of Rome had been ratified. 

Then I need hardly assure you that the Free Trade Area was 
not an astute move made for reasons of internal politics. 


IMPLICATIONS FOR INDUSTRY 


As I expect you have heard in the Conference, the prospect 
of losing protection is by no means universally popular in 
Britain. Important sections of British industry are not happy 
about it. 

One of their objections is found on both sides of the 
Channel. In all countries certain industries and firms fear 
that the loss of tariffs and quotas will injure their business. 

It is true that free trade will have its casualties. But let us 
also look at its opportunities. Some of Europe’s industries will 
do very well out of our rich market. It is equally certain that 
some of our industries will do very well out of Europe's 
market. It must be so or there is mo economic reason to make 
a Free Trade Area. 

Expansion is our aim. Between us we could rapidly create 
more wealth. But in the process we might be held up by a 
recession in world trade. We have to learn how to get rich 
together and also how to deal effectively with unemployment 
should it occur. 

The whole future of the European Economic Community 
and the Free Trade Area depends on maintaining a high level 
of employment. How much more difficult it would be to 
bring the Treaty of Rome into operation in a slump! And 
the same is true of a Free Trade Area. 

But suppose there was a trade recession and a threat of 
serious unemployment, combined action in Europe would 
become all the more necessary; for a high and stable level in 
the exchange of goods and the investment of capital is the 
foundation of full employment. 

This basic fact that full employment in Europe needs action 
on a European scale should make a strong appeal to all the 
members of O. E. E. C. It certainly appeals to us here, and 
we believe we have a contribution to make in this important 
field. 

EUROPE AND THE COMMONWEALTH 


At the same time the British people cannot think only of 
Europe when considering the expansion of trade and the 
stability of employment. In particular they have high hopes 
of bigger trade within the Commonwealth. We are going 
to have a full-scale Commonwealth Trade and Economic Con- 
ference in Canada this autumn. Our public has to be convinced 
that a European Free Trade Area will enhance and not damage 
what we hope to achieve at that Conference. 

Thus the British Government has a difficult and delicate 
task to show what we firmly believe to be true, namely that 
Commonwealth and European trade are allies in the campaign 
for higher living standards and full employment. 


Two KEY ARGUMENTS 


We rely upon two arguments to gain support for the Free 
Trade Area. 

First the argument from the scientific and technological 
facts of our age: in this country we know we are on the edge 
of a second industrial revolution based on nuclear power. 
It will be ten or twenty years before the new source of power 
is ready to take over. We have confidence in our ability to 
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bridge this gap and so secure the resources for an output far 
beyond what it is today. 

The full benefit of this revolution wiil be realized only if 
there is a much wider market for the goods produced in the 
electronically-controlled factories. 

But this is not an argument that holds good only for the 
United Kingdom. Western Europe has been confronted with 
the same challenge and the same timetable. All honor to the 
men who first responded to this challenge and created Benelux, 
the Coal and Steel Community and the European Economic 
Community. 

They saw the need for a wider market before we did. But 
we see it now, and having once grasped it we are not going 
to let go. Somehow Europe seems not fully to understand that 
if there were no Free Trade Area but only the European 
Economic Community we in the United Kingdom could not 
stand aside and do nothing. The consequences of nuclear 
power would compel us then to form larger trading areas, 
whether or not economic integration was taking place in 
Europe. 

This is not a threat. It is the logic of the age we live in. 
You would agree we shall have a hard enough job to remove 
tariffs and quotas over any area in Europe even if all the 
members of O.E.E.C. are pulling in the same direction. But 
what extra friction and difficulties should we create for our- 
selves if the Six were pulling in one direction and we were 
pulling in another. 

And this brings me to the second argument which is 
concerned with the world as a whole. Much has changed in 
the last ten years. Much has changed since the first great 
initiatives of Sir Winston Churchill, M. Schuman, Signor 
de Gasperi and Dr. Adenauer. In those early days we thought 
less about the threat of Russian Imperialism. Nevertheless 
we woke up to that danger in time. We built our military 
alliances and looked to our defenses. 

But now the attack comes on a second front. The economic 
front: that of finance, production and exports. 

The Russians have a material advantage here. Their eco- 
nomic resources are centrally controlled and applied according 
to a single political plan. 

The free world’s economic resources are greater than theirs. 
But we are not organized. We are fragmented into many 
sovereign states who often pursue economic policies which 
restrict rather than expand the wealth of their own allies. 

This disorganization and wastage simply will not do now 
that the Sino-Soviet bloc is reaching economic maturity. And 
so there are compelling reasons today, which did not exist 
even five years ago, why we should create a better economic 
organization inside the free world—an organization to 
strengthen ourselves and to help others to raise their living 
standards. For if the flanks of the democracies are turned and 
they are deserted on the economic field what then would be 
the use of our armaments? 

Here is the ultimate reason for telling the people of Europe 
that the defense of their countries requires the unity of Europe; 
for telling them that the cause of peace would be served if 
Britain went into Europe and became a partner in a Free 
Trade Area. 

This is why we warn our own public that if there were no 
Free Trade Area and we turned all our attention elsewhere, as 
we would have to, the strength and the stability of the West 
must suffer; and this is why in our judgment all good Euro- 
peans should look on the organization of a single trading area 
in Europe as a vital stage on the road to a secure and expand- 
ing community of free men that shall comprehend Western 
Europe, the Commonwealth and the United States of America. 





